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FOREWOBD 


The Final Report of the Royal Commission appointed 
to inquire into the relative values of gold and silver, pre- 
sented to both Houses of Parliament in 1888, is a classic. 
Unfortunately, being long out of print, it is not now avail- 
able for the use of students, journalists and public officials 
generally, despite the fact that the questions which this 
Report discusses with such marked ability lie at the very 
bottom of the prevailing economic crisis which now con- 
fronts the civilized world. 

The Carnegie Endowment for International Peace is 
fortunate in being able, with the permission of the British 
Government, to reprint this Report in a form that will 
make it easily accessible for present-day use. 

The questions which were uppermost when this Report 
was made are of even more commanding importance today 
than they were then. The critical situation which at that 
time existed in India was relieved, and the discovery of 
vast amounts of gold in South Africa altered the problem 
in some of its aspects. Nevertheless, the fundamental con- 
ditions remain unchanged and must so remain until the 
governments of the world, by concurrent action, establish 
an objective international monetary unit, consisting pos- 
sibly of gold alone or possibly of both gold and silver, 
which will stabilize national currencies and international 
trade as the meter and the kilogram have uiMfied and 
stabilized measures and weights everywhere. 

The illuminating Introduction by Mr. Robey is itself a 
marked addition to the value of this truly great Report 
and will aid the reader in quickly comprehending its rela- 
tion to the national and international monetary problems 
of today. 

Columbia University 

IN THE City of New York 
March 1, 1936 


Nicholas Mukray Butler 
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INTEODUCTION 


There is a tendency among those Americans who have 
devoted only casual attention to the subject to assume 
that in England the development of monetary and credit 
policies has been unencumbered by such controversies as 
have been prevalent in the United States. From one point 
of view this assumption is justified. ‘‘Politics’’ has been 
of less importance in England than in this country in the 
determination of monetary and financial policies. Never- 
theless, it is not true that in England the course followed 
has been free of opposition. The broad outlines of the 
policies have been the subject of virtually continuous de- 
bate. What are now known as orthodox financial policies 
developed gradually, in the face of vigorous and powerful 
efforts to have some other course pursued. These policies 
developed because their proponents were always willing to 
meet the opposition face to face and let the arguments be 
decided on their merits. They did not attempt, as we so 
frequently have in this country, to evade such controver- 
sies by compromising with the opposition. 

Another difference is to be noted between the two coun- 
tries. In the United States the primary point of contro- 
versy in connection with money and credit during the last 
century was the part silver should play in the monetary 
system. The argument on this continued throughout the 
century. First, it centered on the ratio which should be 
maintained between gold and silver. Later, after bimetal- 
lism had been abandoned in 1873, it centered on getting 
silver back into the monetary system on a more extensive 
scale.^ 

In England, by contrast, the primary controversies 
were in connection with credit policies. They were con- 
cerned with the course the Bank of England should follow 
in order to prevent monetary panics and commercial cri- 
ses. The part silver should play in the monetary system 

* See J. Laurence Laughlin, History of Bimetallism in the United States 
(New York, 1886), passim. 
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was a major issue for less than two decades. It appeared 
in the middle seventies,* came to a climax in the testimony 
before the Eoyal Commission on Gold and Silver, and 
gradually disappeared as a question of immediate im- 
portance after the issuance of the Report of that Com- 
mission in 1888. 

Many factors might be cited as contributing to this dif- 
ference of emphasis in the financial discussions in the two 
countries. For example, the United States was a large 
producer of silver after 1860,® while England produced 
none, and the United States theoretically had a bimetallic 
standard until 1873,* while England adopted the single 
gold standard in 1816.® It is probable, however, that such 
superficial factors as these were of only secondary im- 
portance and that the variation between the banking sys- 
tems of the two countries was far more significant. 

This difference in banking systems was of a fundamen- 
tal character. In the United States there was, except in 
the brief periods when the First and Second Banks of the 
United States were in existence (1791-1811, 1816-36), no 
institution which was in a position to accept the responsi- 
bility of controlling the credit policies of the commercial 
banks. In England, on the other hand, there was such an 
institution, the Bank of England. In the one country, 
therefore, it was possible to look only to the government — 
either the Federal government or that of a state — ^for a 
correction of the abuses and shortcomings of the financial 
system, while in the other country there was a specific 
institution upon which blame for diiB&culties could be 
placed and to the operation of which one might look for 
correctives. In the case of the United States this meant, 
since the government was not engaged in making loans, 

*Se6 Eobert GiflPen, TJie Case against Bimetallism (4th ed., London, 
1896), passim, 

■Director of the Mint, Armual Beport (1914), p. 199. 

■Laughlin, History of Bimetallism in the United States, p. 93. 

* Giffen, The Case against Bimetallism, v. 105. 
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that as a matter of practical reform the burden of the 
discussion was concerned with money. In England, since 
the Bank not only issued ‘ ‘ money but extended credit 
in the form of loans, the problem was not so strictly con- 
fined. 

It is not to be understood from this, of course, that in 
the United States no attention was devoted during the pe- 
riod to the question of banking reform. There was con- 
tinuous discussion of this subject throughout the century. 
Not until 1913, however, was banking reform carried to 
the point of creating an institution, the Federal Eeserve 
System, comparable in scope and responsibility to the 
Bank of England. And until this institution was estab- 
lished, there was no basis for discussing whether panics, 
commercial crises, and unfavorable foreign exchanges 
were the result of wrong policies followed by the central 
institution — a question in the forefront of the discussion 
in England throughout practically the whole of the last 
century. 

In a sense, then, it is correct to say that the English 
counterpart of the silver controversy in the United States 
— and to some extent the English counterpart of silver 
discussions in France and in the other members of the 
Latin Monetary Union — ^was the issue of the correct 
policy for the Bank of England. It was all part of the 
broad problem of creating a monetary and credit system 
which would adequately meet the financial needs of the 
country. As a first step in furnishing a basis for apprais- 
ing the Report of the Royal Commission on Gold and 
Silver, therefore, it is well briefly to outline the contro- 
versies relating to, and the consequent development of, 
the policies of the Bank of England previous to the ap- 
pointment of the Commission. 

A logical starting point for such an outline is the 
Report of the Bullion Committee of 1810. At the time Eng- 
land was, and had been for thirteen years, on an incon- 
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vertible paper money basis. This inconvertibility bad been 
necessitated largely by tbe demands made by Pitt upon 
the Bank of England for funds with which to help finance 
the Napoleonic Wars.® While the suspension of specie pay- 
ments was not at first followed by a depreciation of the 
currency, by 1810 the notes of the Bank of England were 
at a discount of over 18 percent in terms of gold.^ This 
discount, however, was not accepted as proving that the 
currency had depreciated. Bather, it was the general be- 
lief that gold had appreciated in value and that the paper, 
since it was not being ^ ^forced’’ upon people against their 
will, did not suffer from being inconvertible.® 

The Bullion Committee took sharp issue with this popu- 
lar viewpoint, maintaining that the bank notes were at a 
discount,® that the amount of the notes outstanding was 
excessive and should be gradually reduced,^® that the only 
certain means of guarding against an excessive issue and 
depreciation was to keep the notes convertible into gold,^^ 
and that the directors of the Bank of England should 
regulate the amount of their issue by reference to the 
foreign exchanges.^* In taking this position, the Commit- 
tee went contrary to the most powerful opinion of the 
period. As a result, the Report of the Committee was 
refused acceptance in Parliament, the resolutions embody- 
ing the conclusions of the Committee being defeated by 
majorities varying between 151 to 75 and 180 to 45.^® 

This defeat of the conclusions of the Bullion Committee 
was the last victory enjoyed in England during the nine- 
teenth century by the opponents of what now are recog- 

• Henry V. Poor, Money and Its Laws (2d ed.. New York, 1877), pp. 
191 ff. 

’A. E, Feavearyear, The Pound Sterling (Oxford, 1931), p. 181. 

• H. D. MacLeod, The Theory and Practice of Banking (5th ed., London, 
1893), II, 30. 

• Gold Bullion Committee, JCeport, reprinted in William G. Sumner, A 
Ristory of American Currency (New York, 1878), pp. 346-47. 

pp. 387*88. 

“Jftid., p. 387. 
p. 370. 

” MacLeod, The Theory and Practice of Banking, II, 54. 
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nized as orthodox monetary principles. It was a victory, 
too, that was short-lived. By 1814 commodity prices were 
nearly 100 percent above the level of 1790."^* This in com- 
bination with the continued depreciation of the currency 
in terms of gold,^® rapidly created a following for the 
principles enunciated by the Bullion Committee. In con- 
sequence, after another Parliamentary investigation in 
1819, an Act was passed requiring that the Bank of Eng- 
land resume specie payments by May 1, 1823.^* Actually, 
because of an extraordinarily rapid improvement in the 
condition of the Bank, it began full redemption of its 
notes in specie on May 1, 1821.^^ 

Resumption of specie payments by no means solved the 
monetary and banking problems of the country. It was 
only one step in the direction of the policy that later was 
to become characteristic of the British financial system. 
The real work in the development of an effective and well- 
rounded policy yet remained to be done. The directors of 
the Bank of England still were of the opinion that the 
amount of currency in circulation had no effect upon the 
foreign exchanges.^® They had to be convinced of the error 
of this view. Until they were so convinced, the country 
would remain potentially subject to unbearable strains 
upon the bullion reserve. 

Such conviction came as a result of the crisis of 1825. 
The cause of that crisis was speculation in securities — 
speculation reaching greater heights than at any time 
since the South Sea Bubble.^® When the crisis finally came 

” Feavearyear, The PauTbd Sterling ^ p. 194. 

** The maximum discount was recorded on August 6, 1813. On that date 
gold in terms of bank notes was worth £5 105, as compared with the statu- 
tory price of £3 175 lO^d — ^was, that is, at a premium of 29 percent. — 
Poor, Money and Its Lams, p. 199. 

MacLeod, The Theory and Practice of Banking, II, 90-91. 

II. Beckhart, The Discount Policy of the Federal Beserve System 
(New York, 1924), p. 11. 

“ MacLeod, The Theory and Practice of Banking, II, 128-29. 

“In the two years ending with 1825, 624 speculative companies were 
formed with a capital of £372,173,000, and £52,994,000 of foreign securities 
were floated. — Poor, Money cmd Its Lato5,-pp, 236-37, 
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to a head in December, 1825, the Bank of England had a 
bullion reserve of only £1,260,890 as compared with 
£13,527,850 before the trouble began, a net reduction of 
some 93 percent.*® With this experience behind them, the 
directors of the Bank, in 1827, openly professed adoption 
of the principles set forth in the Bullion ReportJ^^ This 
was the second great step in the adoption of those policies 
that were to make London the financial center of the 
world. In so far as basic principles were concerned, too, 
it was the final step. There remained only the problem of 
developing the technique for putting the principles into 
use. 

The development of this technique, in a broad sense, 
was not completed until about 1870. It started with 
another period of strain upon the reserves of the Bank 
in 1832. Fortunately, the strain lasted for only a short 
period, and no drastic action on the part of the Bank was 
necessary in order to meet the withdrawals.** The ex- 
perience, nevertheless, made it obvious that, if further 
troubles were to be prevented, the Bank must be given 
greater control over the note issues of the country. Fol- 
lowing another Parliamentary investigation this addi- 
tional power was conferred upon the Bank through an Act 
passed in 1833.*® 

In 1836 the Bank was again subjected to pressure, and 
again the pressure was the result of an inordinate amount 
of speculation, made possible and encouraged by the easy 
credit policies of the preceding years.** This time the 
Bank attempted to meet the crisis by raising its rate of 
discount one percent. The rise, however, was both too 
tardy and too small to be effective in preventing a heavy 
loss of reserves.*® All it accomplished was to delay for a 

MacLeod, The Theory and Practice of Banking, II, 115. 

^lUd., p. 128. 

'^lUd., p. 129. 

** Feavearyear, The Pound Sterling, p. 234. 

“MacLeod, The Theory and Practice of Banking, II, 138. 

“ Ihid., p. 139. 
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hort period the making of the adjustments necessary for 
he restoration of the financial system to a sound foot- 
ng.^® In consequence, the Bank, after gaining gold con- 
istently through 1837 and holding fairly steady through 

838, was subjected to renewed heavy withdrawals in 

839. ®^ Again the Bank was tardy in taking action. It let 
bs reserve of bullion be reduced by more than 50 percent 
•efore it raised its rate.^® 

This series of monetary disturbances, three within less 
ban a decade, necessarily attracted the attention of the 
:ovemment. In 1840 another committee was appointed 
y the House of Commons to “consider the subject of 
5anks of issue. Out of this investigation grew the Bank 
let of 1844, the act which later served in important par- 
iculars as a model for our National Bank Act of 1863,®® 
nd which still, with comparatively few amendments, pro- 
ides the principal statutory regulation of the Bank of 
England. The Act had, as its principal provision, the di- 
ision of the Bank of England into two departments — 
lie note-issue department and the banking department, 
n this manner a clear-cut distinction was made between 
ank credit in the form of bank notes and bank credit in 
he form of bank deposits. The reason for this distinction 
ras the belief that it is only through bank notes that bank 
redit leads to overexpansion and commercial and finan- 
ial crises.®^ It was felt, accordingly, that if sufficient safe- 
uards were established against an over-issue of notes 
here would be no further credit crises. The attempt to get 
uch safeguards was reflected in the provision that, with 

“ Poor, Money and Its Laws, p. 273. 

MacLeod, The Theory and Practice of Banhing, II, 143. 
lUd., p. 144. 

*" Poor, Money and Its Laws, p. 281. 

“Both Acts are bottomed upon the ideas of the '‘Currency SchooP' as 
mtrasted with the “Banking School." 

” This view was, perhaps, most clearly stated by Lord Overstone, and 

is for this reason that the Bank Act of 1844 frequently is said to be 
erely the embodiment of Lord Overstone’s ideas. The significant questions 
ad answers in connection with Lord Overstone’s testimony before the 
ommittee of 1840 are quoted by Poor in Money and Its Laws, pp. 281 ff. 
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the exception of a small fiduciary issue, no notes could 
be issued except against an equivalent amount of gold.®® 
Scarcely was the Bank Act of 1844 on the books, how- 
ever, before current events proved that the protection 
it was supposed to provide against financial panics was 
not obtained by such a simple device as merely placing 
rigid metallic limitations on the note issue. At the time 
the Act was passed the Bank had £15,500,000 of gold. 
From this there was a decline to £13,500,000 in November, 
1845, and then a steady increase to £16,366,000 on August 
29, 1846.®^ Thereafter, with the exception of the period 
from the end of April, 1847, to the end of June, 1847, 
the Bank was under continuous strain until the great 
crisis of October, 1847.®® On the last date the Bank held 
only £8,431,000 of gold bullion, or approximately one-half 
of the volume it held fifteen months earlier.®® At this point 
the Bank asked permission to issue notes beyond the 
limits prescribed by the Act of 1844. The authorization 
was given, the Bank began to discount freely at 9 percent, 
and the panic subsided.®^ Within only a little over three 
years of the passage of the Act, therefore, not only was 
there a recurrence of the same type of financial panic 
that had occurred in 1825 and in the early thirties, but the 

“The original fiduciary issue, or notes secured only by government 
bonds, was £14,000,000. In later years, through the surrender by other banks 
of their right of note issue, the amount was gradually increased until in 
1926 it amounted to £19,750,000 (H. P. Willis and B. H. Beekhart, Foreign 
Banking Systems, p. 1153). In 1928 the fiduciary issue of the Bank and the 
paper currency issued by the Government during the World War were con- 
solidated, and the upper limit of the volume of fiduciary issue that might 
be outstanding was fixed at £260,000,000 {Federal Beserve Bulletin, 1928, 
p. 847), In 1931, just prior to England’s suspension of the gold standard, 
the fiduciary issue authorization was raised to £275,000,000 (New York 
Evening Post, August 4, 1931). 

“Bank Act of 1844, Sec. 2. Its full title was An Act to regulate the 
Issue of Bank-Notes, and for giving to the Governor and Company of the 
Bank of England certain Privileges for a limited Period, 

“ MacLeod, The Theory and Practice of Banking, II, 163-64. 

«^lUd., pp. 163, 167. 

“Ibid., p. 169. 
p. 170. 
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Act itself had to be suspended. This first suspension was 
to be followed by two others, before the Bank of England 
completed the development of a technique which must 
supplement the Bank Act if panics were to be prevented. 

This first panic under the new Act was the result of 
excessive speculation in railways. Following it there were 
no more serious disturbances in the money market until 
1854-55. In these years the Bank again was subjected to 
severe pressure. On this occasion, however, the Bank 
acted with great promptness, with the result that no 
panic developed. By 1856 conditions were quiet.®® 

The calm lasted only a little over a year. In 1857 a finan- 
cial storm broke which the Bank was unable to control, and 
which led in due time to a second suspension of the Bank 
Act. The immediate cause of this crisis was “excessive 
trading, especially in America.^’®® In an attempt to meet 
it, the Bank raised its rate from 5^/^ to 6 percent on 
October 8, to 7 percent on October 12, to 8 percent on 
October 19, to 9 percent on November 5, and to 10 percent 
on November 9. Still the drain upon the Bank continued, 
and by November 11 it had only £6,666,000 of bullion re- 
maining. At this point, the Government intervened and 
gave the Bank the right to exceed the note-issue provi- 
sions of the Bank Act.^® On this occasion, as contrasted 
with that of the suspension of 1847, the statutory limit 
was actually exceeded, and notes to about £1,000,000 
above the legal mount were issued.*^ By the end of No- 
vember the strain was over, and during December the 
Bank rapidly gained gold, holding on January 1, 1858, 
£10,905,000."® 

The third suspension of the Bank Act came in 1866. 

“ MacLeod, The Theory and Practice of BanJcingf II, 181. 

^lUd., p. 370. 

pp. 187-88. 

*^IUd., p. 190. 

“Hartley Withers, E. H. Palgrave, and others, The E'aglish BanHng 
System, reprinted in the ** Publications of the National Monetary Commis- 
sion, »» VIII (Washington, 1910), 173. 
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This crisis again was the result of excessive speculation, 
this time taking the form of ‘‘too rapid extension of 
Financial Companies on the limited liability principle. ’ 
The Bank, although it had enjoyed great success, during 
the years immediately preceding, in the control of credit 
and the gold flow by means of its rate,^* was hesitant 
about raising the Bank rate. As a result, its gold reserve 
fell rapidly, and its reserve of bank notes finally dropped 
to less than £500,000.^® It became necessary, accordingly, 
or at least it was deemed wise, for the Bank again to be 
authorized to exceed the statutory limit on notes. The 
authorization was granted on May 10, but, just as in 
1847, the mere announcement of the authorization was 
sufficient to allay the panic and consequently the statutory 
limit was not exceeded.^® 

From 1866 until the outbreak of the World War there 
were no further suspensions of the Bank Act.^^ During 
the period, there were many occasions when the Bank 
was subjected to pressure,*® but it always was able to 
prevent the withdrawals from getting beyond control and 
leading to a panic.*® Its method of doing this, and the 
reasons underlying its action, are indicated in the fol- 
lowing excerpts from the testimony of the Governor and 
directors of the Bank before the U. S. National Monetary 
Commission.®® 

Q. When and under what conditions is the bank rate changed? 

A. The bank rate is raised with the object either of preventing 
gold from leaving the country, or of attracting gold to the eoun- 

“ MacLeod, The Theory and Practice of Banhing, II, 370. 
pp. 191-92. 

“Withers et al., The English Banking System, p. 173. 

“ MacLeod, The Theory and Practice of Banking, II, 195. 

“ Willis and Beckhart, Foreign Banking Systems, p. 1159. 

“ Withers et al.. The English Banking System, pp. 193-94. 

“ W. C. Mitchell, ^ * Business Cycles, Encyclopaedia of the Social Sciences 
III (New York, 1930), 101. 

U. S. National Monetary Commission, Interviews on Banking in Eng- 
land, Scotland, France, Germany, Switzerland, and Italy, ^^Publications of 
the National Monetary Commission,'' I (Washington, 1910), 26-29, 
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try, and lowered when it is completely out of touch with the 
market rate and circumstances do not render it necessary to in- 
duce the import of gold. 

Q. Do you regard prompt and adequate increase in the bank 
rate as the most effective measure to protect the bank’s reserve? 

A. Yes. 

Q. Does the raising of the bank rate ever fail to attract gold 
and change the course of the exchanges ? 

A. Experience seems to prove that the raising of the bank rate 
to a sufficient level never fails to attract gold, provided the higher 
rate is kept effective. 

Q. Is the raising of the bank rate more effective in controlling 
gold movements now than at the time of the last suspension of 
the Bank Act in 1866? 

A. Yes. 

Q. To what do you attribute this increased efficiency? 

A. To the increased and more rapid means of intercommuni- 
cation between financial centers. 

Q. Do you take other steps in addition to raising the bank 
rate to protect gold in times of a crisis? 

A. Yes. 

Q. Is it customary at such times to advance money without 
interest to importers of gold to cover the time required in trans- 
portation ? 

A. At such times facilities for bringing gold have been given 
in the shape of free advances during transit, adequate security 
having been lodged. 

Q. Is it the practice of the bank in times of stress to discount 
bills of a satisfactory character for its customers freely? 

A. At such times the bank is always ready to discount bills 
of a satisfactory character for its customers or for the market. 

Q. Is it the policy of the bank to discriminate against finance 
bills in times of financial crises ? 

A. The bank always discriminates against ^'accommodation” 
bills pure and simple, but in times of financial crises each case 
would be considered on its merits. 

Q. Does the bank sometimes borrow money in the open market 
for the purpose of raising the market rate? 
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A. Yes. 

Q. Do you sometimes sell consols for the same purpose? 

A. Yes; on rare occasions. 

# • • 

Q. Does the bank under some conditions advance its rate for 
gold purchases? 

A. Yes. 

Q. Under what circumstances and to what extent does the bank 
charge a premium for gold bullion or foreign coin? 

A. When there is a demand for either gold bullion or foreign 
coin for export to another country the bank follows the same rule 
as the seller of any ordinary commodity.®^ 

Whether such policies would have been equally success- 
ful in other countries and whether they would be success- 
ful today, are open questions. There are many who believe 
that they would not. But they were successful in England 
for approximately fifty years, and upon this, in large 
measure, rests the great reputation of the English bank- 
ing system, and from it we get the primary principles of 
what is now known as orthodox central banking. This, 
however, is not of immediate moment. 

Following the crisis of 1866, the gold reserve of the 
issue department of the Bank increased with extraordi- 
nai^ rapidity, the yearly average for 1867 being the high- 
est for any year since passage of the Bank Act.®^ In 
consequence, the Bank rate was quickly lowered to 214 
percent in the latter part of 1867, at which figure it re- 
mained throughout 1868 and 1869.®® Trade, too, during 
the years following 1866 enjoyed a sharp increase. 
Bank clearings, for example, increased from a total of 
£3,257,000,000 for 1867-68®* to £6,070,943,000 in 1873.®® 

“In Section 4 of the Bank Act of 1844 it was provided that the issue 
department of the Bank must convert notes into gold at the rate of £3 17s 
9d! per ounce of standard gold. — ^W. J. Lawson, History of BanTcmg (Boston, 
1852), p. 77. 

“ U. S. National Monetary Commission, Statistics for Great Britain, Ger- 
many, and France, ‘‘Publications of the National Monetary Commission,’^ 
XXI (Washington, 1910), 79. 
p. 137. 

“London, Economist, May 15, 1869, p. 566. 
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Commodity prices, which had reached a peak in 1864, de-'^ 
dined slightly until 1870, and then advanced sharply until 
1873.®® It was a period, in other words, in which the 
economic and financial system of England operated with 
such smoothness that there was little cause for criticism, 
or demand for a change, of the money and credit policies 
being followed. 

In various other countries this was not the case. Busi- 
ness throughout the world as a whole, it was true, was 
good, but there was evidence of growing monetary 
troubles. In Italy there was a suspension of specie pay- 
ments on May 1, 1866, and thereafter conditions grew 
steadily worse until it became, as a result of the exchanges 
being heavily unfavorable, ‘‘well-nigh impossible for 
foreign trade to go on.”®^ In other of the Latin Monetary 
Union countries difficulties also were being encountered. 
In France the premium on gold continued to rise, so that 
after 1867 the country in effect was on a silver stand- 
ard.®® In the United States the monetary system was in 
even greater disorder, as a result of the Civil War, with 
the larger proportion of circulating medium consisting 
of fractional paper currency, state bank notes, and irre- 
deemable “greenbacks.’’®® Outside of England, thus, there 
was ample reason for dissatisfaction with the operation 
of the monetary systems and for the demand that they be 
reformed. 

In 1873 both the volume of business activity and the 
level of commodity prices began to decline more or less 
throughout the world. From the point of view of under- 
standing the conditions which gave rise to the Gold and 

*“U. S. National Monetary Commission, Statistics for Great Britain^ 
Germany, and France, p. 12. 

"•See pp. 49-50. 

P. Willis, Latin Monetary Union (Chicago, 1901), pp. 67, 69. 

" Giffen, The Case against Bimetallism, p. 143. 

••U. S. National Monetary Commission, Statistics for the United States, 

* ^ Publications of the National Monetary Commission, » » XXI (Washington, 
1910), 156. 
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Silver Commission, this downward turn in business and 
prices was especially important. As a result of it, the 
position of bimetallists was materially strengthened, be- 
cause in the years immediately preceding there had been 
a great movement among nations to adopt gold as the basis 
of their monetary systems. At the International Monetary 
Conference at Paris in 1867, for example, the twenty na- 
tions represented revealed themselves as strongly favor- 
ing gold between that year and 1874, the United States, 
Germany, Norway, Sweden, Japan, and the Netherlands 
adopted a single gold standard.®^ As soon as trade and 
prices began to decline, accordingly, it became possible 
for bimetallists to maintain with some effectiveness that 
there was not enough gold in the world to support the 
current volume of business, except at greatly reduced 
prices.®* 

The bimetallists took full advantage of this strengthen- 
ing of their position, and for the first time gained a sig- 
nificant foothold in England. This does not mean that 
there had not been bimetallic agitation before that date. 
There had been much of it, of course, just as in every 
country. Not until after the start of the depression of 
1873, however, were the bimetallists of England able to 
get a sufficiently large following to bring the issue of 
silver to the front as a major problem.®® 

Recovery from the depression of the seventies began in 
the United States early in 1879 ;®* in England, as measured 
by bank clearings, in 1880 ;®® in Germany, as measured by 

“ Willis, Latin Monetary Union, p. 80. 

“ Ihid., p. 135. 

See the Note by Sir Louis Mallet, p. 286. 

That there was such widespread interest is shown by action of the 
House of Commons in appointing a special committee on silver, which made 
its report in 1876 (Laughlin, History of Bimetallism, p. 164). The first 
of Giffen's excellent articles against bimetallism did not appear until 1879 
(Giflfen, The Case Against Bimetallism, 4th ed., p. 1). 

®® Mitchell, ** Business Cycles,'' p. 95. 

®®IT. S. National Monetary Commission, Statistics for Great Britain, 
Germany, and France, p. 12. 
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he number of workers in the mining industry, in 1878;®® 
,nd in France, as measured by the production of coal, in 
879.®^ With this improvement in business, commodity 
►rices also began to rise. 

Had this upward trend of business and prices con- 
inued, it is reasonable to assume that the public soon 
^^ould have sensed that the contention of the bimetallists 
/as not correct. The improvement, however, was too 
hort-lived for it to have this effect In 1881 commodity 
►rices in England resumed their downward trend®® and 
n 1884 business again took a turn for the worse.®® Bi- 
fietallists therefore could still maintain, citing contem- 
►orary conditions in support of their contention, that 
here was not enough gold to carry the current volume 
>f business except at a reduced price level, and that a 
eturn to bimetallism was essential if the world was to 
►e saved from the distress of the business readjustments 
lecessitated by lower prices. 

Following this renewed downward turn in business and 
►rices, the Royal Commission on the Depression of Trade 
md Industry was appointed. This Commission made its 
^epori in 188G. In many respects, it was a notable con- 
ribution to the literature on the causes of depression, 
^or the present purpose, however, it is sufficient merely 
0 note one of its conclusions. This was the suggestion 
hat the ‘^fall in prices, so far as it has been caused by 
in appreciation of the standard of value ... [is] a matter 
leserving of the most serious independent inquiry.’’^® 

Partly as a result of this recommendation, but probably 
►ven more because of the widespread interest in the pos- 
libility of bimetallism, the Royal Commission on Gold 

p. 165. 

•"Jbid., p. 281. 

“ See p. 40-50. 

U. S. National Monetary Commission, Statistics for Great Britain, Oer- 
mny, and France, p. 12. 

™ See p. 220. 
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and Silver was appointed. Its order of reference in- 
structed the Commission to ‘‘inquire into the recent 
changes in the relative values of the precious metals 
shown by the decrease in the gold price of silver and 
to determine whether such “changes are due — (1.) To the 
depreciation of silver; or (2.) To the appreciation of gold; 
or (3.) To both these causes.’”® 

The Commission was appointed September 20, 1886J^ 
Its membership, or more accurately the membership 
which signed the Report, was as follows: Mr. Arthur 
James Balfour, then Secretary for Scotland, later Prime 
Minister Parrer, Lord Herschell Mr. Leonard Henry 
Courtney, formerly professor of political economy at 
University College, London,’'® and financial secretary of 
the Treasury Sir Thomas Henry Parrer, for twenty 
years one of the joint secretaries of the Board of Trade 
and an advocate of free trade Sir John Lubbock, noted 
scientist and an outstanding banker of the period;^® Mr. 
Charles William Preemantle, Deputy Master of the 
British Mint from 1870 to 1894;®® Mr. David Miller 
Barbour, Member of Council of Governor-Ceneral of In- 
dia from 1887 to 1893,®^ and a believer in bimetallism;®® 

Silver had fallen from an average price of over 59d in 1873 to about 
45dE in 1886, or by almost 24 percent (Gold and Silver Commission, First 
Report f 1887, pp. 306-7). This was the lowest price for silver in relation to 
gold for at least two hundred years (U. S. Department of the Interior, 
Minerals TearhooTc, 1934, pp. 50-51). 

” See p. 4. 

"This was the date of the first Boyal Commission. A second Royal 
Commission, issued May 6, 1887, changed the list of members by the ad- 
dition of two names and the omission of one. 

''^Encyclopedia Americana (New York, 1923), III, 79-80. Mr. Balfour 
was at first Chairman of the Commission, but he withdrew from that posi- 
tion after the first few witnesses had been heard. 

"Lord Herschell was appointed by the second Royal Commission, dated 
May 6, 1887, and served thereafter as Chairman of the Commission. 

'*Who^s Who, 1900, p. 295. 

Encyclopedia Americana, VUI, 126. 

™ lUd., XI, 49. 

™ lUd., XVIT, 711. 

Who^s Who, 1900, p. 418. 

« lUd,, p. 149. 

“London Economist, November 10, 1888, p. 1407. 
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Mr. Henry Chaplin, President of the Board of Agricul- 
ture from 1886 to 1892 Mr. Samuel Montagu, member 
of Parliament and head of the banking firm of the same 
name Sir Louis Mallet®® and Mr. William Henry 
Houldsworth, noteworthy bimetallists of the period;®® 
and Mr. John William Birch, a former Governor of the 
Bank of England.®^ 

The Commission started hearings on November 19, 

1886. After twenty-four meetings had been held, the First 
Report^ giving the testimony of the twenty witnesses who 
had been heard, was submitted under date of June 10, 

1887. Among these witnesses were Mr. B. H. Inglis Pal- 
grave, former editor of the London Economist (1877-83) 
and later the author of various scholarly works in the 
field of financial statistics and banking theory;®® Mr. J. 
Shield Nicholson, professor of political economy in the 
University of Edinburgh, Sir Bobert GifPen, brilliant 
statistician who for over twenty years was associated 
with the Board of Trade ;®® Mr. H. H. Gibbs (a bimetallist 
to whom six out of the twenty-four sessions were de- 
voted) and Mr. H. B. Grenfel, directors of the Bank of 
England; and various merchants and other citizens 
especially interested in the production and supply of the 
precious metals and the effect of the drop in the price of 
silver on the trade with India, the two subjects to which 
the Commission first gave attention in its hearings. 

On January 30, 1888, the Commission submitted its 
Second Report. This consisted of the testimony it had 
taken from fourteen witnesses in nineteen sessions be- 
tween June 10 and December 9, 1887. Among those wit- 

^Who^s Who, 1900, p. 258. Mr. Chaplin was appointed by the second 
commission. ' ' 

** Ibtd., p. 724. Mr. Montagu was appointed by the ‘ ‘ special commission, * * 
dated July 28, 1887. 

■“Sir Louis Mallet was appointed by the ** second commission.^* 

••London Economist, November 10, 1888, p. 1407. 

" Gold and Silver Commission, First Beport, p. 67. 

^Encyclopaedia of the Social Sciences, XI (1933), 536. 

•»nid,, VI (1931), 656-57. 
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nesses were Lord Addington and Mr. H. Wollaston Blake, 
directors of the Bank of England ; Professor Henry Dun- 
ning MacLeod, author of the two-volume work, Theory 
and Practice of Banking Mr. William Fowler, member 
of a discount house and an able defender of the gold 
standard to whom four sessions were devoted ; and vari- 
ous other mechants, manufacturers, and bankers. Later, 
as an appendix to the Final Report, the testimony of 
Professor Alfred Marshall was published.®^ In this one 
finds not only the most concise and definite statement of 
Marshall’s views on money and prices, but also, in the 
preliminary memorandum he submitted to the Commis- 
sion, his proposal for ‘‘linked bars,” or symmetallism.®^ 

The Final Report of the Commission, which is here 
reprinted without editing of any kind,®® was submitted 
in October, 1888. It was divided, aside from various 
Notes, into three Parts. The first Part, signed by all the 
members of the Commission, analyzed the problem. Its 
purpose, as stated by the Commission, was “to set out 
at some length the facts . . . with the arguments and 
opinions expressed on either side.”®^ That this purpose 
was realized to an unusual degree is attested to by the 
contemporary comment of the London Economist : 

It is to Part I that those who seek information should turn. 
That portion of the report is written with most exceptional 
ability. All the evidence bearing upon the subjects of inquiry is 
analysed and marshalled with consummate skill, and all the argu- 
ments on the one side and on the other are set forth so clearly 
and concisely, and with such perfect impartiality that any one 
who studies it will find nothing lacking to enable him to form 
a sound judgment upon the various questions at issue, and at 
the same time nothing calculated to bias his mind in any direc- 
Fifth ed., liondon, 1892. 

This has since been reprinted in book form, along with various other 
testimony and memoranda of Professor Marshall, under the title Offiddl 
Papers by Alfred Marshall (London, 1926). 
pp. 28-30. 

•• Even typographical errors have been left uncorrected. 

“ See p. 18. 
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tion. The wonder is how such a mass of information and well- 
balanced argument has been compressed into the 60 [125] pages 
to which Part I. extends.®® 

The second Part of the Final Report presented the 
views, and the reasons therefor, of those who believed 
that no significant changes should be made in the mone- 
tary system — that the gold standard, that is, should be 
continued. The signers of this Part made certain minor 
concessions with a view to obtaining more widespread 
use of silver, by such means as its employment to a 
greater extent for subsidiary coinage, but beyond this 
they were unwilling to go.®® This Part was signed by six 
of the twelve members of the Commission. Since the 
Chairman was among the six signing this Part of the 
Report, however, it properly may be known as the ‘‘ma- 
jority’’ Report, 

The third Part presented the views and arguments of 
those in favor of bimetallism. All the Notes, with the 
exception of a short one by Sir John Lubbock and Mr. 
Birch, and a sentence by Sir Thomas Parrer, are by vari- 
ous members signing this Part of the Report, 

In summary, then, the Report provides, first, the facts 
and arguments admitted as evidence by both gold- 
standard proponents and bimetallists; secondly, the 
conclusions drawn from these facts and arguments by 
gold-standard defenders; and thirdly, the conclusions 
drawn from these facts by bimetallists. In no other work 
in the field of economics is a major problem analyzed by 
the members of the divergent schools of thought with such 
clarity and thoroughness, in a manner so convenient and 
helpful to the formulation of one’s own opinion. 

The Report is of particular interest today because the 
public is again being subjected to the same arguments in 

November 10, 1888, p. 1407. 

®®Even their very slight concessions were too great from the point of 
view of some of the more rigid believers in the gold standard at the time. 
See GifPen, The Case against Bimetallism, pp. 117 ff. 
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connection with gold and silver that were prevalent in 
England in the late seventies and early eighties, and that 
gave rise to the Commission. The timeliness of the Report, 
too, will not he a temporary phenomenon. The United 
States in recent years has introduced and prosecuted a 
monetary policy which will continue to have an effect 
upon world economy for many decades. It is no longer 
of immediate moment whether it was the part of wisdom 
to adopt this policy. The important task now is to pre- 
pare ourselves for the best possible handling of our 
monetary system in the future. In the making of such 
preparation there is no single discussion in the field of 
economics more worthy of study than the Final Report 
of the Royal Commission on Gold and Silver. 

Ralph Robey 

Columbia University in 
THE City op New York 
March 1, 1936 
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ROYAL COMMISSIONS. 


I. 

VICTORIA R. 

'Victoria* by the Grace of God of the United Kingdom 
of Great Britain and Ireland Queen, Defender of the 
Faith. 

Our right trusty and well-beloved Councillor Arthur 
James Balfour, Our Secretary for Scotland; Our right 
trusty and well-beloved Councillor Joseph Chamberlain; 
Our trusty and well-beloved Charles William Fremantle, 
Esquire, Companion of Our Most Honourable Order of 
the Bath (commonly called the Honourable Charles Wil- 
liam Fremantle) ; Our trusty and well-beloved Sir John 
Lubbock, Baronet ; Our trusty and well-beloved Sir 
Thomas Henry Farrer, Baronet; Our trusty and well- 
beloved James Richard Bullen Smith, Esquire, Compan- 
ion of Our Most Exalted Order of the. Star of India; Our 
trusty and well-beloved David Miller Barbour, Esquire ; 
Our trusty and well-beloved John William Birch, Es- 
quire; Our trusty and well-beloved Lionel Louis Cohen, 
Esquire; Our trusty and well-beloved Leonard Henry 
Courtney, Esquire ; and Our trusty and well-beloved Wil- 
liam Henry Houldsworth, Esquire, greeting. 

it has been represented unto Us that it is ex- 
pedient that a Commission should forthwith issue to in- 
quire into the recent changes in the relative values of the 
precious metals shown by the decrease in the gold price 
of silver. 

tinob) |)C,that We, reposing great trust and con- 
fidence in your knowledge and ability, do by these Pres- 
ents authorise and appoint you the said Arthur James 
Balfour; Joseph Chamberlain; Charles William Fre- 
mantle (commonly called the Honourable Charles William 
Fremantle) ; Sir John Lubbock; Sir Thomas Henry Far- 
rer ; James Richard Bullen Smith; David Miller Barbour ; 
John William Birch; Lionel Louis Cohen ; Leonard Henry 
Courtney; and William Henry Houldsworth to be Our 
Commissioners for the purposes of the said inquiry. 
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iSnb We do hereby enjoin you, or any five or more of 
you, to investigate the causes of the said recent changes 
in the relative values of the precious metals, and espe- 
cially to inquire whether the said changes are due — 

(1.) To the depreciation of silver; or 
(2.) To the appreciation of gold; or 
(3.) To both these causes. 

3ft you should find the said changes to be due to the 
depreciation of silver, you will then inquire whether such 
depreciation arises from increase of supply or diminu- 
tion of demand, or from both, and you will endeavour to 
ascertain the proportions in which these different causes 
have operated. 

3ff you should find the changes to be due to the appreci- 
ation of gold, you will inquire whether the appreciation 
arises from the diminution of supply or from increase of 
demand, or from both, and you will endeavour to ascertain 
the proportions in which these different causes have op- 
erated. 

Rabins regard to these different causes and their re- 
spective effects, you will next inquire what has been the 
bearing of the changes in the value of the precious metals 
on the following matters of practical business : — 

I. India: 

(a.) Upon the remittances of the Government of 
India: 

(1.) For payments on old or fixed contracts. 
(2.) For payments on new or current con- 
tracts. 

(b.) Upon the persons in India who have to make 
remittances home in gold. 

(c.) Upon the producers, merchants, and taxpayers 
of India. 

(d.) Upon merchants and manufacturers at home 
who trade with India. 

II, The United Kingdom: 

(a.) Upon the trade of the United Kingdom with 
other silver-using countries. 
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(&.) Upon the foreign trade of the United Kingdom 
generally. 

(c.) Upon the internal trade and industry of the 
United Kingdom. 

3t you should come to the conclusion that the aforesaid 
changes in the values of the precious metals are causing 
permanent or important evils or inconveniences to any 
of the interests above referred to, it will be your duty 
then to inquire whether it is possible to suggest any 
remedies within the power of the Legislature or the Gov- 
ernment, by itself or in concert with other Powers, which 
would be effectual in removing or palliating the evils or 
inconveniences thus caused without injustice to other in- 
terests, and without causing other evils or inconveniences 
equally great. 

ILaHilPf if you are of opinion that this is possible, you 
will state the precise form which such remedies should 
take, and the manner in which they should be applied. 

for the better effecting the purposes of this Our 
Commission, We do by these Presents give and grant 
unto you, or any five or more of you, full power to call 
before you such persons as you shall judge likely to af- 
ford you any information upon the subject of this Our 
Commission; and also to call for, have access to, and ex- 
amine all such books, documents, registers, and records 
as may afford you the fullest information, on the subject; 
and to inquire of and concerning the premises by all other 
lawful ways and means whatsoever. 

iSnli We do further by these Presents authorise and 
empower you, or any five or more of you, to visit and 
personally inspect such places in Our United Kingdom 
as you may deem expedient for the more effectual carry- 
ing out of the purposes aforesaid. 

iSfnh We do by these Presents will and ordain that this 
Our Commission shall continue in full force and virtue, 
and that you. Our said Commissioners, or any five or more 
of you, may from time to time proceed in the execution 
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thereof, and of every matter and thing therein contained, 
although the same be not continued from time to time by 
adjournment. 

!3nti We do further ordain that you, or any five or more 
of you, have liberty to report your proceedings under this 
Our Commission from time to time, if you shall judge it 
expedient so to do. 

Mnh Our further will and pleasure is that you do, with 
as little delay as possible, report to Us, under your hands 
and seals, or under the hands and seals of any five or 
more of you, your opinion upon the several matters here- 
in submitted for your consideration. 

ianb for the purpose of aiding you in such matters. We 
hereby appoint Our trusty and well-beloved George Her- 
bert Murray, Esquire, to be Secretary to this Our Com- 
mission. 

Given at Our Court at St. Jameses, the Twentieth 
day of September one thousand eight hundred and 
eighty-six, in the Fiftieth year of Our Eeign. 

By Her Majesty’s Command. 

HENRY MATTHEWS. 
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n. 

VICTORIA E. 

'^fetorfa, by the Grace of God of the United Kingdom 
of Great Britain and Ireland Queen, Defender of the 
Faith. 

Our right trusty and well-beloved Councillor Far- 
rer, Baron Herschell; Our right trusty and well-beloved 
Councillor Joseph Chamberlain; Our right trusty and 
well-beloved Councillor Sir Louis Mallet, Knight, Com- 
panion of Our Most Honourable Order of the Bath ; Our 
right trusty and well-beloved Councillor Arthur James 
Balfour; Our right trusty and well-beloved Councillor 
Henry Chaplin; Our trusty and well-beloved Charles 
William Fremantle, Esquire (commonly called the Hon- 
ourable Charles William Fremantle), Companion of 
Our Most Honourable Order of the Bath; Our trusty 
and well-beloved Sir John Lubbock, Baronet; Our trusty 
and well-beloved Sir Thomas Henry Farrer, Baronet ; 
Our trusty and well-beloved David Miller Barbour, 
Esquire, Companion of Our Most Exalted Order of 
the Star of India; Our trusty and well-beloved John Wil- 
liam Birch, Esquire ; Our trusty and well-beloved Lionel 
Louis Cohen, Esquire ; Our trusty and well-beloved Leon- 
ard Henry Courtney, Esquire ; and Our trusty and well- 
beloved William Henry Houldsworth, Esquire, greeting. 

We did, by Warrant under Our Eoyal Sign 
Manual, bearing date the twentieth day of September one 
thousand eight hundred and eighty-six, authorise and ap- 
point Our right trusty and well-beloved Councillor Arthur 
J ames Balfour, Our then Secretary for Scotland, together 
with the several gentlemen therein mentioned, or any 
five or more of them, to be Our Commissioners to in- 
quire into the recent changes in the relative values of the 
precious metals shown by the decrease in the gold price 
of silver. 

JSob) knob] pe* that We have revoked and determined, 
and do by these presents revoke and determine, the said 
Warrant, and every matter and thing therein contained. 
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J3nb whereas We have deemed it expedient that a new 
Commission should issue for the purposes specified in 
such Warrant of the twentieth day of September one 
thousand eight hundred and eighty-six. 

Jfurtfier &noUi that We, reposing great trust and 
confidence in your ability and discretion, have appointed, 
and do by these Presents nominate, constitute, and ap- 
point, you the said Farrer, Baron Herschell; Joseph 
Chamberlain; Sir Louis Mallet; Arthur James Balfour; 
Henry Chaplin; Charles William Fremantle (commonly 
called the Honourable Charles William Fremantle) ; Sir 
John Lubbock; Sir Thomas Henry Farrer; David Miller 
Barbour; John William Birch; Lionel Louis Cohen; 
Leonard Henry Courtney; and William Henry Houlds- 
worth to be Our Commissioners for the purposes of the 
said inquiry. 

flfnti We do hereby enjoin you, or any five or more of 
you, to investigate the causes of the said recent changes 
in the relative values of the precious metals, and espe- 
cially to inquire whether the said changes are due — 

(1.) To the depreciation of silver; or 
(2.) To the appreciation of gold; or 
(3.) To both these causes. 

3f you should find the said changes to be due to the 
depreciation of silver, you will then inquire whether such 
depreciation arises from increase of supply or diminu- 
tion of demand, or from both, and you will endeavor to 
ascertain the proportions in which these different causes 
have operated, 

M you should find the changes to be due to the appre- 
ciation of gold, you will inquire whether the appreciation 
arises from the diminution of supply or from increase 
of demand, or from both, and you will endeavour to ascer- 
tain the proportions in which these different causes have 
operated. 

fDlabitlS regard to these different causes and their re- 
spective effects, you will next inquire what has been the 
bearing of the changes in the value of the precious metals 
on the following matters of practical business : — 
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I. India: 

(a.) Upon the remittances of the Government of 
India : 

(1.) For payments on old or fixed contracts. 
(2.) For payments on new or current con- 
tracts. 

(&.) Upon the persons in India who have to make 
remittances home in gold. 

(c.) Upon the producers, merchants, and taxpayers 
of India. 

(d.) Upon merchants and manufacturers at home 
who trade with India. 

11. The United Kingdom: 

(a.) Upon the trade of the United Kingdom with 
other silver-using countries. 

{&.) Upon the foreign trade of the United King- 
dom generally. 

(c.) Upon the internal trade and industry of the 
United Kingdom. 

you should come to the conclusion that the aforesaid 
changes in the values of the precious metals are causing 
permanent or important evils or inconveniences to any 
of the interests above referred to, it will be your duty 
then to inquire whether it is possible to suggest any reme- 
dies within the power of the Legislature or the Govern- 
ment, by itself or in concert with other Powers, which 
would be effectual in removing or palliating the evils or 
inconveniences thus caused without injustice to other in- 
terests, and without causing other evils or inconveniences 
equally great. 

if you are of opinion that this is possible, you 
will state the precise form which such remedies should 
take, and the manner in which they should be applied. 

Snb for the better effecting the purposes of this Our 
Commission We do by these presents give and grant unto 
you, or any five or more of you, full power to call before 
you such persons as you shall judge likely to afiford you 
any information upon the subject of this Our Commission ; 
and also to call for, have access to, and examine all such 
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books, documents, registers, and records as may afford 
you the fullest information on the subject; and to in- 
quire of and concerning the premises by all other lawful 
ways and means whatsoever. 

!8nb We do further by these Presents authorise and 
empower you, or any five or more of you, to visit and 
personally inspect such places in our United Kingdom 
as you may deem expedient for the more effectual carry- 
ing out of the purposes aforesaid. 

We do by these Presents will and ordain that this 
Our Commission shall continue in full force and virtue, 
and that you. Our said Commissioners, or any five or 
more of you, may, from time to time, proceed in the execu- 
tion thereof, and of every matter and thing therein con- 
tained, although the same be not continued from time to 
time by adjournment. 

flnb We do further ordain that you, or any five or 
more of you, have liberty to report your proceedings un- 
der this Our Commission from time to time, if you shall 
judge it expedient so to do. 

j3nll Our further will and pleasure is that you do, with 
as little delay as possible, report to Us, under your hands 
and seals, or under the hands and seals of any five or 
more of you, your opinion upon the several matters herein 
submitted for your consideration. 

Snb for the purpose of aiding you in such matters, We 
hereby appoint Our trusty and well-beloved George Her- 
bert Murray, Esquire, to be Secretary to this Our Com- 
mission. 

Given at Our Court at St. Jameses, the Sixth day of 
May one thousand eight hundred and eighty-seven, 
in the Fiftieth year of Our Peign. 

By Her Majesty’s Command. 

HENRY MATTHEWS. 
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III. 

VICTORIA E. 

'^fetoria, by the Grace of God of the United Kingdom 
of Great Britain and Ireland Queen, Defender of the 
Faith. 

Our trusty and well-beloved Samuel Montagu, Es- 
quire, greeting: 

We did, by Warrant under Our Eoyal Sign 
Manual, bearing date the sixth day of May one thousand 
eight hundred and eighty-seven, appoint Our right trusty 
and well-beloved Councillor, Farrer, Baron Herschell, 
together with the several gentlemen therein mentioned, 
or any five or more of them, to be Our Commissioners to 
inquire into the recent changes in the relative values of 
the precious metals shown by the decrease in the gold 
price of silver. 

iSnli whereas one of Our Commissioners, so appointed, 
namely, Lionel Louis Cohen, Esquire, has since deceased. 

hnoto pe, that We, reposing great confidence in 
you, do by these Presents appoint you, the said Samuel 
Montagu, to be one of Our Commissioners for the purpose 
aforesaid, in the room of the said Lionel Louis Cohen, 
deceased, in addition to and together with the other Com- 
missioners whom We have already appointed. 

Given at Our Court at St. Jameses, the Twenty-sixth 
day of July one thousand eight hundred and eighty- 
seven, in the Fifty-first year of Our Reign. 

By Her Majesty ^s Command. 

HENRY MATTHEWS. 


Note. — The Right Hon. Joseph Chamberlain resigned 
in September 1887. 
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FINAL REPORT. 


PART I. 

TO THE QUEEN ’s MOST EXCELLENT MAJESTY. 

May it please Your Majesty, we, the undersigned Com- 
missioners appointed to inquire into the recent changes 
in the relative values of the precious metals, desire hum- 
bly to submit to Your Majesty our final Report upon the 
several matters which we have been directed to investi- 
gate. 

2. The recent changes above referred to have been of 
a twofold character : — 

I. There have been extensive fiuctudtions in the rela- 
tive values of gold and silver. 

IL There has been a considerable fall in the gold price 
of silver. 

3. We are directed to inquire whether these changes 
have been caused by (a) the depreciation of silver, or 
(h) the appreciation of gold, or (c) a combination of both 
these causes ; and further whether such depreciation or 
appreciation has been caused by (a) an increased supply 
of, or diminished demand for, silver, (b) a diminished 
supply of, or increased demand for, gold, or (c) a com- 
bination of two or more of these causes. 

4. We are then directed to investigate the bearing of 
these changes upon the general interests of the United 
Kingdom and India; and finally, if we are satisfied that 
such changes have been preju^cial to any of those in- 
terests, we are to suggest any remedies likely to remove 
or modify the evils which may be found to exist, without 
injustice to other interests, and without causing other 
evils equally great. 

5. From the commencement of our inquiry we have 
been profoundly impressed with the extreme complexity 
of the questions submitted for our consideration. 


Summary of 
order of 
reference. 


Difficulty of 
inquiry. 
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The statistical information relating to the subject is 
very imperfect, and there is hardly any fact connected 
with it on which there are not considerable differences 
of opinion. When we proceed from facts to inferences 
these differences naturally become more marked. 

Even if the facts themselves were admitted, there would 
still remain an element of doubt caused by the uncertainty 
as to whether we had taken into consideration all the fac- 
tors necessary to enable a conclusion to be formed; and 
in addition to this, the influences which affect prices and 
the relative value of the precious metals are so subtle 
and various, that it is difficult, if not impossible, to as- 
sign to each of them its due weight. 

6. In view therefore of the difficulties which necessarily 
attach to such an inquiry, we think that the best service 
which we can render is, in the first instance, to set out at 
some length the facts to which our attention has been 
called, with the arguments and opinions expressed on 
either side, leaving for a later portion of our Report the 
conclusions at which we have ourselves arrived. 

We feel that our Report will be of greater value if we 
are able to present in a concentrated form the nature of 
the problems involved and their bearing on one another, 
with the opposing arguments, so as to enable those inter- 
ested to form their own judgment, than if we limited our- 
selves to a statement of the conclusions to which our own 
investigations have led us. 

We desire to take this opportunity of expressing our 
acknowledgments to the several witnesses who gave evi- 
dence before us, and also to those gentlemen in foreign 
countries who were good enough to forward written an- 
swers to our questions. These answers, which were ap- 
pended to our Second Report, will, we think, be found 
to contain much valuable information on the subject of 
our inquiry. 

7. We have already indicated the nature of the changes 
to which we understand the terms of Your Majesty ^s Com- 
mission to refer, namely (a) the fluctuations which have 
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taken place in recent years in the relative values of gold 
and silver, and (b) the general tendency of those fluctua- 
tions which has been in the direction of a fall in the gold 
price of silver. 

But before entering upon an examination of the changes 
which have occurred in recent years, it may be useful to 
give a brief sketch of the main facts with regard to the 
relative value and production of the precious metals in 
periods anterior to those to which our attention is spe- 
cially directed. 

In the history of the production of the precious metals 
the two principal features are the large discoveries of 
silver in South America and Mexico which marked the 
middle of the 16th century, and the large discoveries of 
gold in California and Australia which marked the middle 
of the 19th century. Prior to 1545 the average annual pro- 
duction of gold appears to have been (in weight) about 
one-tenth of the production of silver. From the date 
of the discovery of the Potosi mines there was a rapid 
increase in the production of silver, so that by the begin- 
ning of the 17th century the relative proportions were 
about 98 per cent, of silver and 2 per cent, of gold. This 
proportion gradually altered during the 17th and earlier 
part of the 18th century until in 1750 it became 95-5 per 
cent, of silver to 4*5 per cent, of gold. For the next 50 
years the production of gold fell off relatively to silver, 
and towards the beginning of this century, the propor- 
tion reverted to about 98 per cent, of silver to 2 per cent, 
of gold. The output of gold then began to increase, at 
first slowly, and after 1848 more rapidly, until the pro- 
portion in 1850-55 was 81-5 per cent, of silver to 18*5 
per cent, of gold; but owing to the alterations in the 
supply since that date, the proportion is now about 95*5 
per cent, silver to 4*5 per cent. gold. 

Notwithstanding these variations in the production, the 
relative value of the two metals, as represented by the 
gold price of silver, has, at least during the last 200 years, 
been subject to much less fluctuation. At the beginning of 
the 16th century the relative value of silver to gold was as 


Historical 
survey of the 
relative 
production 
and value of 
the two 
metals. 
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11 to 1. During that century silver depreciated slowly, 
and during the first half of the 17th century more rapidly, 
until in 1670 the ratio was about 15 to 1, near which point 
it remained till shortly after the middle of the 18th cen- 
tury. About this time there was a considerable discovery 
of gold in Brazil, and the ratio became about 14% to 1. 
Silver then again became slightly depreciated, and from 
the beginning of the present century down to 1873 the 
ratio did not materially vary from 15% to 1. 

It will thus be seen that from the middle of the 17th 
century the relative value of the two metals did not vary 
much more than 3 per cent, in either direction until the 
recent divergence began to manifest itself in 1873. 

8. From a table presented by one of our earliest wit- 
nesses, Mr. Pixley, it will be observed that from 1833 to 
1872 the annual average price of bar silver on the London 
market was never lower than 59% per oz. nor higher 
than 62% gd., showing a range of 2%(i. during the 40 
years in question. 

Mr. Pixley has been good enough to furnish us with a 
continuation of this table down to the end of 1887, from 
which it appears that in the years from 1873 to 1887 both 
inclusive, the highest annual average was 59%i^. (in the 
first year of the period) and the lowest 44%d. (in the 
last year), showing a variation of 14%d. 

The highest actual quotation between 1833 and 1873 was 
62%d., in July 1859; and the lowest 58%d. in February 
and March 1833, showing a variation of 4td. 

In the later period the highest actual quotation was 
59i%g(i. in February 1873, and the lowest 42c?. in July 
and August 1886, showing a variation of 17i%gd. 

During the current year the price has undergone a 
further decline, dating from about the end of February. 
On the 19th of May the quotation was 41%c?., the lowest 
yet recorded, and for some weeks afterwards it scarcely 
rose above 4:2d, 

As will be seen from the dates given the general tend- 
ency of the silver market since 1873 has been downwards, 
there being only three years (1877, 1880, and 1884) in 
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which the average price for the whole year was higher 
than in the year preceding. 

Causes of the Fluctuations and the Fall in the Gold 
Pbioe of Silver. 

9. On these facts the question arises whether the wider 
range of the fluctuations in the later period, and the fall 
in the gold price of silver are due : 

(I.) to some change which has affected silver, or 
(II.) to some change which has affected gold, or 

(III.) to changes which have operated upon both 
metals. 

We will proceed to state the arguments brought for- 
ward under each of these heads. 

I. Causes affecting Silver. 

10. The first point to be noticed is the increased supply Causes 
of silver from the mines, especially those of the United 
States. 

11. But before entering upon the statistics relating to 
the production and consumption of the precious metals, 
we desire to express our acknowledgments to the recent 
work of Dr. Soetbeer,* which contains so much valuable 
information on this and many other points connected with 
monetary questions. 

Throughout our Report we shall frequently refer on 
all statistical questions to the figures compiled by Dr. 
Soetbeer. He explains very fully in all oases the sources 
of his information and the methods which he has adopted 
in compiling it; and we have not met with any other 
figures which appear more deserving of general accept- 
ance. 

We have been so much impressed by the value of the 
work in question, that we have appended a translation 
of it to this report. 

We are also indebted for some useful information to 

* Materialien zur Erlauterung und Beurteilung der ■wirtschaftlichen Edel> 
metallverhaltnisse uud der WaJxrungsfrage. Berlin, 1886. 
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(a) Increased 
supply from 
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and (b) from 
the sale of 
demonetised 
German 
silver. 


the independent inquiries of Sir Hector Hay and Mr. 
Pixley on certain branches of the subject. 

12. The following table reproduces Dr. Soetbeer’s esti- 
mate of the 


Peoduction of Silvee since 1851. 


Period. 

Total Production 
(Annual Average.) 

Production in the United States. 
(Annual Average). 

Weight in 
Kilogrammes. 

Value in 
£ Sterling. 

Weight in 
Kilogrammes. 

Value in 
£ Sterling. 

1851-55 

886,115 

8,019,350 

8,300 

75,100 

1856-60 

904,990 

8,235,450 

6,200 

56,400 

1861-65 

1,101,150 

9,965,400 

174,000 

1,574,700 

1866-70 

1,339,085 

11,984,800 

301,000 

2,693,950 

1871-75 

1,969,425 

37,232,450 

564,800 

4,942,000 

1876-80 

2,450,252 

19,103,100 

980,672 

7,647,000 

1881-85 

2,861,709 

21,438,000 

1,137,478 

8,521,450 


The weight of silver annually raised from the mines 
may therefore be said to be at the preesnt time consider- 
ably more than double what it was 20 years ago; and it 
has increased nearly 50 per cent, during the last two 
quinqnennial periods. 

It should be added that in the above table the value of 
the silver produced has been estimated according to the 
actual gold price in the several periods specified. 

13. In addition to the supply from the mines, the 
amount of silver placed on the market was further in- 
creased by that portion of the demonetised German silver 
which was offered for sale. The quantity so sold is stated 
at 3,552,000 kilogrammes, and the amount realised was 
upwards of 28,000,000J. 

The following figures show the proceeds of the sales 
in each year from 1873 to 1879, and the average price 
realised. 
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Average Price in Pence 

Year. Proceeds of Sales. per oz. Standard. 


£ d. 

1873 464,834 59 A 

1874 3,056,783 58% 

1875 910,422 57% 

1876 4,696,824 52% 

1877 11,521,211 541*^ 

1878 6,310,192 52%q 

1879 1,396,720 50 


Total 28,356,986 


The effect of this supply must, however, have been of 
a very temporary character; and little if any silver has 
been sold by the German Government since 1879. 

14. Coupled with this increased supply there has also decreased 
been, it is alleged, a decrease in the demand, arising from 

the following causes : 

(a.) The cessation of the free coinage of silver in Ger- 
many, the Latin Union, and Holland ; and 
(h,) A diminution in the quantity required for trans- 
mission to India. 

15. The statistics of the coinage throw very little light (i-) Coinage, 
upon the real extent of the demand for new metal. But 

we append in a footnote such statistics as we have been 
able to procure of the total coinage of silver in the prin- 
cipal countries of the world since 1851.* 


* Period. Nominal Value of Silver Coinage. 


Europe and the British India. Total. 

United States. 


£ £ £ 

1851-55 22,879,000 22,409,000 45,288,000 

1856-60 46,114,500 48,593,000 94,707,500 

1861-65 35,371,500 44,591,000 79,962,500 

1866-70 58,609,000 36,987,000 95,596,000 

1871-75 69,395,400 14,803,000 84,198,400 

1876-80 86,925,000 42,766,000 129,691,000 

1881-85 56,015,600 24,843,000 80,858,600 
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Q. 3030-4, 
9131. 


It will be observed that previous to the period 1881-85 
the coinage greatly exceeded the total production. This 
is due to the large quantity of silver which is re-coined, 
and which therefore appears more than once in the re- 
turns. At many of the Continental mints no record is kept 
of the origin of the metal coined, and it is therefore im- 
possible to say what proportion of the amount issued by 
the mints was newly raised from the mines, and what 
proportion was old silver re-coined. 

16. The diminution in the Indian demand for silver is 
ascribed primarily to the increase in the amount of the 
bills drawn by the Secretary of State for India upon the 
Government of India. 

The following table gives the net import of silver into 
India (in tens of rupees), and the amounts received by 
the Home Government for bills drawn upon India (in 
sterling) for each year since 1851. 


OMeiftl Year. 

Net Imports 
of 

Silver into 
India. 

Amounts 
received 
by the Home 
Government 
for 

Bills drawn 
on India. 

Official Tear. 

Net Imports 
of 

Silver into 
India. 

Amounts 
received 
by the Home 
Government 
for 

Bills drawn 
on India. 


Bz. 

£ 


Ex. 

£ 

1850-51 

2,117,225 

3,236,458 

1870-71 

941,924 

8,443,509 

1851-52 

2,865,357 

2,777,523 

1871-72 

6,520,316 

10,310,339 

1852-53 

4,605,024 

3,317,122 

1872-73 

715,144 

13,939,095 

1853-54 

2,305,744 

3,850,565 

1873-74 

2,495,824 

13,285,678 

1854-55 

29,600 

3,669,678 

1874-75 

4,642,202 

10,841,615 

Average . . 

.. 2,384,590 

3,370,269 

Average , . 

.. 3,063,082 

11,364,047 

1855-56 

8,194,375 

1,484,040 

187&-76 

1,555,355 

12,389,613 

1856-57 

11,073,247 

2,819,711 

1876-77 

7,198,872 

12,695,799 

1857-58 

12,218,948 

628,499 

1877-78 

14,676,335 

10,134,455 

1858-59 

7,728,342 

25,901 

1878-79 

3,970,694 

13,948,565 

1859-60 

11,147,563 

4,694 

1879-80 

7,869,742 

15,261,810 

Average . . 

. .10,072,495 

992,569 

Average . . 

.. 7,054,199 

12,886,048 
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1860-61 

1861-62 

1862- 63 

1863- 64 

1864- 65 

5,328,009 

9,086,456 

12,550,157 

12,796,719 

10,078,798 

797 

1,193,729 

6,641,576 

8,979,521 

6,789,473 

1880-81 

1881-82 

1882- 83 

1883- 84 

1884- 85 

3,892,574 

5,379,050 

7,480,227 

6,405,151 

7,245,631 

15,239,677 

18,412,429 

15,120,521 

17,599,805 

13,758,909 

Average . . 

. . 9,968,028 

4,721,019 

Average . . 

. . 6,080,527 

16,026,268 

1865- 66 

1866- 67 

1867- 68 

1868- 69 

1869- 70 

18,668,673 

6,963,103 

5,593,962 

8,601,022 

7,318,144 

6,998,899 

5,613,746 

4,137,285 

3,705,741 

6,980,122 

1885- 86 

1886- 87 

1887- 88 

11,606,629 

7,155,738 

9,218,751 

10,292,692 

12,136,279 

15,358,577 

Average . . 

. . 9,428,981 

5,487,159 





These figures, it is contended, show that, whilst the 
sterling remittances of the Indian Government have in- 
creased, the exports of silver to India have decreased; 
and this for the following reasons : 

(i.) The drawings of the Home Government represent 
an export from India for a great portion of which no 
commercial equivalent is received, and which conse- 
quently diminishes the purchasing power of the 
country. 

(ii.) The bills drawn upon India represent a competing 
remittance with silver ; and as, owing to the necessi- 
ties of the case, the bills must be put on the market 
at whatever price they may fetch, and cannot be held 
over, except within certain limits, to await the op- 
portunity of a favourable market, the demand for 
silver as a means of remittance is proportionately 
reduced, and its price depressed. 

(iii.) The bills are not placed on the market in the or- 
dinary course of trade arising from the balance of 
international indebtedness upon the commercial 
transactions of the two countries. They may be of- 
fered largely for sale at a time when they are not 
required for purposes of remittance. This has the 
effect of lowering their price, and experience shows 
that the price at which they are sold influences the 
market for silver. If their price falls the silver market 
is immediately depressed* 


Effect of 

Council 

bills. 



26 


BOYAL. COMMISSION ON GOIiD AND SIL.VBB: 


Other causes 
affecting 
Indian 
demand. 


Destruction 
of bimetallic 
ratio in 
Latin Union. 


17. The Indian demand for silver has been further af- 
fected by other circumstances independent of the mere 
increase in the drawings of the Home Government. 

For some years before the commencement of the fall 
in the value of silver there had been special reasons in- 
ducing a flow of that metal to India. This was due mainly 
to the following causes, (i) the American cotton famine, 
which stimulated the export of cotton from India, (ii) the 
construction of the Indian railways and other public 
works, which necessitated the expenditure of a large 
amount of capital in that country, and (iii) the mutiny, 
which compelled the Government to reduce its drawings 
on India for the time and even to make remittances in 
silver. It may also be added that the gold discoveries set 
free for export to the East large quantities of silver form- 
erly required for purposes of currency in Europe. All 
these causes tended to promote the export of silver to 
India and to diminish the amount of remittances to Eng- 
land. The full effect therefore, even of the comparatively 
small demands of the Home Government, was scarcely 
felt until about the year 1871-72 ; and since that date, as 
will be seen from the table above given, they have largely 
increased. 

It has also been said that owing to the uncertain value 
of silver in recent years, and the tendency of gold to rise 
in value, the latter metal has taken the place of silver to 
some extent in India for purposes of hoarding. The fig- 
ures showing the increased demands for gold are given 
in § 37. 

18. An argument of a somewhat different character 
ascribes the fall and fluctuations in the gold price of silver 
to the removal of an influence which formerly tended to 
keep its value steady in relation to gold irrespective of 
the considerations to which we have already alluded. 

From 1865 to 1873 the mints of the States forming the 
Latin Union, namely France, Belgium, Italy, Switzerland, 
and Greece, were ready to convert into coin all silver 
brought to them, such coin being legal tender to any 
amount in the several States of the Union, at a fixed ratio 
with gold. 
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In France a similar law had been in force since 1803 ; 
and the principle of a legal ratio had been adopted in 
that country at a much earlier date. 

The existence of this bimetallic law was, it is contended, 
sufficient to maintain a permanent relation between gold 
and silver, quite independent of the actual quantity of 
either metal which was brought for coinage, or raised 
from the mines. Any person possessing silver, and know- 
ing that by taking it to the mints of those countries he 
could obtain in return for it coin, which would be there 
available for the discharge of debts in the proportion of 
15% of silver to 1 of gold, would not part with it for any 
purpose except at a price approximating to that ratio. 

In other words the ratio established by law between the 
two metals practically controlled and regulated the 
market ratio. 

19. In support of this view, it is pointed out that while 
the relative value of the production of the two metals was 
subject to considerable changes in the first 70 years of 
this century, the extreme variation in their market value 
scarcely exceeded 3 per cent, in either direction, as shown 
in § 7 ; while, if the average value over a series of years 
is taken, the variation is hardly perceptible. 

These facts are brought out more clearly in the fol- 
lowing table compiled from Dr. Soetbeer^s estimates of 
the production of the two metals: — 


Relative Value of Peoduotion and Maekbt Peiob of 
Gold and Silver in the under-mentioned periods. 


Period. 

Value of Production 
(Annual Average). 

Proportion 
of Silver 
to Gold. 



Silver. 

Gold. 



Pence per oz. 

Silver. Gold. 

1801-10 

£8,002,600 

£2,480,000 

3-226 to 

1 

60Kj 

15-61 to 1 

1811-20 

4,866,900 

1,596,600 

3 048 

1 

60i%e 

15-51 ” 1 

1821-30 

4,075,900 

1,983,100 

2 055 

1 

59iHe 

15-80 1 

1831-40 

5,278,600 

2,830,300 

1-865 

1 

597^ 

15-75 1 

1841-50 

6,867,600 

7,638,800 

'899 

1 

59%6 

15-83 »» 1 

1851-55 

8,019,300 

27,815,400 

-288 ” 

1 

61^6 

15-41 1 

1856-60 

8,235,400 

28,144,900 

•292 

1 

61% 

15-30 1 

1861-65 

9,965,400 

11,984,800 

25,816,300 

■386 »» 

1 

61% 

15-40 »» 1 

1866-70 

27,206,900 

•440 '' 
.1 - 

1 

60% 

15-55 1 


Q. 3467; 
4320. 


Stability of 
relative value 
in former 
periods. 
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20. In 1873, however, large quantities of the silver 
which had been withdrawn and sold in consequence of the 
monetary changes in Germany were brought to the French 
and Belgian mints. Upwards of 6,000,000^. worth of silver 
in France, and upwards of 4,000,000^. in Belgium were 
coined in that year; and serious apprehensions were ex- 
cited in both countries. The result was the Convention of 
January 1874 between the several States of the Latin 
Union, which limited the coinage of 5-franc pieces in the 
Union during the year 1874 to the following amounts, 
namely : France, 60,000,000 francs ; Italy, 40,000,000 ; Bel- 
gium, 12,000,000; and Switzerland, 8,000,000; and this 
limitation was continued (subject to a slight alteration in 
the amount) until the coinage of full legal tender silver 
was finally suspended in all the States of the Union in 
November 1878.* 

21. The effect of these measures was, it is said, not 
only to depress the price of silver by limiting the actual 
use of that metal, but to destroy the controlling power 
formerly exercised by the legal ratio ; and as this change, 
in itself one of great importance, occurred simultaneously 
with a great development of silver mining in America, 
and as the supply of silver relatively to gold has in- 
creased, while the demand for it relatively to gold has 
diminished, the natural result of a fall in the gold price 
of silver has ensued. 

The full effect of the change is shown in the following 
continuation of the table given above. 


Period. 

Value of Production 
(Annual Average). 

P^|o«ouA.era*. Mc, 
to Gold. Silver. Market Value. 


Silver. 

Gold. 


Pence per oz. 

Silver. Gold. 

1871-75 

£17,232,450 

£24,260,300 

•710 to 1 

59Me 

15-97 to 1 

1876-80 

19,103,100 

24,052,200 

•794 '' 1 

52i%e 

17-81 »» 1 

1881-85 

21,438,000 

20,804,900 

1030 »» 1 

50% 

18-63 1 


* The nominal value of the subsidiary silver coins issued from the mints 
of the Latin Union in the years 1878 to 1887 inclusive was 3,610,3282. ; but 
the greater part of this value represents re-coinage. The millesimal fineness 
of these coins is 835, that of the 5-franc pieces being 900, and the former 
are legal tender only for sums not exceeding 50 francs. 
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It will be observed that in the latter table an increase 
of 45 per cent, in the ratio of production was met by a 
diminution of 16 per cent, in the market value ; whilst in 
the former table the diminution of 86 per cent, in the 
ratio of production between 1801-10 and 1866-70 coincides 
with a rise in the market value which is scarcely per- 
ceptible. 

22. It is contended, on the other hand, that the fall in 
the gold price of silver has not been due to any causes 
solely or chiefly affecting silver. 

It is pointed out that the increased supply from the 
mines is not sufficient to account for a fall of 25 or 30 
per cent, in the value of silver as compared with gold, 
when it is remembered that the annual supply of the pre- 
cious metals is not consumed within a given limit of time, 
as is the case with most other commodities, but is added 
to a stock representing many times the annual produc- 
tion. 

The value of the silver produced in the world from the 
end of the 15th century to the present time is estimated 
by Dr. Soetbeer at upwards of 1,951,000,000/. If an allow- 
ance be made of one-fourth for loss and wear, the annual 
supply, even at the present rate, represents an addition 
of less than 1% per cent, to the existing stock. 

23. In reply to this it is urged that, owing to the legis- 
lative changes described in § 20, the market has, since 
1873, become much more sensitive to variations of supply, 
and that in such circumstances an addition of only 1 per 
cent, to the existing stock might produce a result alto- 
gether out of proportion to its intrinsic importance. 

24. With regard to the alleged decrease in the demand, 
it is urged that the actual employment of silver even for 
purposes of coinage has not diminished since the period 
when the fall in its value commenced. 

Any falling off in the quantity required for use in 
Europe has been more than counterbalanced by the com- 
paratively new demand created in the United States. 

Down to the year 1873 there had been free coinage in 
that country for both gold and silver, and both metals 


Unimpor- 
tance of 
amount of 
annual 
supply. 

Q. 3880. 


Greater 
sensitiveness 
of the 
market. 


Demand 
has not 
decreased. 


The Bland 
Act. 
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Q. 597. 


India. 


were legal tender at a ratio of 16 to 1. But during the 
Civil War, and for some years afterwards, the amount of 
silver coined was very small ; the average value of the 
coinage in the 10 years ending June 30, 1874, did not 
amount to 2,000,000 dollars a year. 

By the United States Coinage Act of 1873 the free coin- 
age of silver was suspended, and gold was made the sole 
legal tender for sums exceeding 5 dollars. 

The law of February 28, 1878 (generally known as the 
Bland Act, or more correctly the Allison Act), directed 
the monthly coinage of not less than 2,000,000 or more 
than 4,000,000 dollars, and made them full legal tender 
for any amount, in the absence of special stipulation to 
the contrary. 

The total coinage under that Act in the 10 years during 
which it has been in operation is upwards of 300,000,000 
dollars, the whole of which practically represents a new 
demand. 

It also appears from a table put in by Mr. Giffen that 
China, which formerly exported silver, has since 1875 
become an importing country. 

As regards the alleged falling off in the Indian demand, 
it is pointed out that the diminution in recent years only 
becomes apparent if they are contrasted with the years 
1856-70, a period which is admitted to have been one of 
abnormal demand in India. 

In the 20 years preceding 1856, the average net imports 
of silver into India scarcely exceeded Ex. 1,750,000 a year; 
in the 15 years 1871-85 the average was Ex. 5,400,000; 
while in the years 1885-86 to 1887-88 the average rose to 
Ex. 9,327,000. 

The figures given in § 16 show that in the period be- 
tween 1856 and 1870 the net imports of silver into India 
slightly exceeded the total quantity produced in the world, 
and the Indian demand must consequently have been 
largely met from the currencies of the bimetallic coun- 
tries. 

The failure of the supply from this source since 1873 
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is, it is said, sufficient to balance a material increase of 
production from the mines. 

25. The allegations concerning the influence of the In- 

dian Council bills upon the silver market are also dis- council 
puted. It is said that while the Indian Council bills may bills, 
have an immediate and temporary effect in preventing 
silver from going to India and in thus checking the de- 
mand for it, yet that in the end it is the value of silver 
which must determine that of the bills ; that if there is a 
sufficient demand silver will flow to India, whatever the 
amount of the bills ; that they can only check the export 
of silver to India in the same way and to the same ex- 
tent in and to which they check the export of other goods ; 
and that as the imports of goods into India have largely 
increased notwithstanding the increased drawings of the 
Government, the imports of silver cannot have been seri- 
ously checked by those drawings. 

26. While therefore it is not denied by those who take No sufficient 
the above view with regard to the demand that, but for of^o^great^a 
the monetary changes in the Latin Union and Germany, fail as has 
the demand for silver might have been considerably taken place, 
greater than at present, it is contended that on the whole 

there is no evidence of any such diminution in the use 
of silver as would be sufficient to account for a fall of 
from 25 to 30 per cent, in its value when compared with 
the years preceding those changes. 

27. It is also argued — 

(a.) That if the fall in the value of silver was due to 
some cause affecting that metal alone, and that conse- sUver^using 
quently it had fallen not only against gold but against countries, 
commodities, there would have been an increased export 
of silver to countries where it is legal tender to an un- 
limited extent, resulting in a general rise of prices and 
wages in those countries. 

There is, however, no evidence of any such phenomenon 
having taken place. On the contrary, as will be seen from 
the figures given in §§ 15 and 16, neither the imports of 
silver into India, nor the coinage of that metal, have 
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Demand for 
standard 
metal must 
be unlimited. 


No great 
increase in 
supply. 

Q. 8748-58. 


shown any tendency to increase in such a manner as 
would support this theory. 

(6.) That the demand for a metal which is used as the 
standard is necessarily unlimited as to quantity in the 
country in which it is so used; that the strength of that 
demand is shown by the quantity of commodities for which 
a given weight of the metal will exchange; and that as 
silver will at the present time buy as much produce in 
India as before, it follows that the allegation of a falling 
off in the Indian demand for silver cannot be maintained. 

(c.) That silver has not flowed to India in greater 
quantity because there is no great surplus of silver in 
the market which could be thus disposed of. 

The additional amount of silver thrown on the market 
outside the United States in recent years is shown by the 
following figures, compiled from Dr. Soetbeer ^s tables : — 


Years. 

Ayerage Annual 
Production of Silver 
outside United States. 

Net Export from 
United States 
(Annual Average). 

Total 

(Annual Average). 


Kilos. 

Kilos. 

Kilos. 

1866-70 .... 

1,038,085 

329,888 

1,367,973 

1871-75 .... 


519,000 

1,923,625 

1876-80 .... 

1,469,580 

221,444 

1,691,024 

1881-85 .... 


248,111 

1,972,342 

1876-85 .... 

1,596,906 

234,777 

1,831,683 

1871-85 .... 

1,532,812 

329,518 

1,862,330 


Thus it appears that the average yearly amount of new 
silver to be absorbed between 1876 and 1885 was actually 
less than the average of 1871-75, and that the excess 
amount to be absorbed in the period 1871 to 1885, com- 
pared with the average of 1866-70, was only 494,357 kilos, 
yearly, or less than four and a half millions sterling 
at the old ratio of 1 to 15%. 

{d,) That whatever ii&uence the increased drawings 
of the Indian Council and the absence of any special de- 
mands such as those referred to in § 17 may have exer- 
cised on the value of silver, an additional demand must 
have been created in recent years by the development of 
the country, the increase of population, the construction 
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of railways, the opening of the Suez Canal, the lowering 
of the cost of transport, and other similar causes. 

28. According to another view, the flow of silver to 
India which might have been expected from the fall in 
its value in Europe has been counteracted or prevented 
by the heavy fall in the gold prices of many commodities 
exported from Europe to India, which has resulted in in- 
creased exports of those commodities, in lieu of silver; 
the prices of such commodities having fallen more than 
the price of silver. 

The following table in illustration of this argument 
shows (i) the total imports into India of merchandise 
and* treasure, (ii) the imports of merchandise only (ex- 
cluding gold), and (iii) the net imports of silver: — 


Period. 

Total Imports, 
including 
the Precious 

Metals. 

(Annual Average.) 

Imports of 
Merchandise only. 
(Annual Average.) 

Imports of Silver. 
(Annual Average.) 


Bx. 

Bx. 

Bx. 

1866-70 

47,067,000 

32,652,200 

9,429,200 

1871-75 

39,078,700 

33,698,700 

3,065,500 

1876-80 

47,020,900 

39,352,600 

7,054,200 

1881-85 

63,855,100 

53,061,600 

6,080,500 


29. In reply to this argument, it is urged that no dimi- 
nution in the cost of producing commodities exported 
from Europe to India could affect the demand for silver 
in India, so long as that metal would buy as much pro- 
duce in India as before. 

30. The fact of the steadiness in the relation between 
the two metals during the maintenance of the bimetallic 
system in France is explained as being accidental and not 
necessarily attributable to the working of that system. 
At the time when the large discoveries of gold might have 
been expected to destroy the efficacy of the legal ratio. 
Prance happened to be in possession of a considerable 
stock of silver, for which, owing to exceptional circum- 
stances, she was able to find a market elsewhere; and 


Flow of 
silver to 
the East 
counteracted 
by export of 
goods. 


Q. 9128. 


Effect of the 
bimetallic 
ratio only 
accidental. 


Q. 6336. 


* The net imports of treasure have been taken. 
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Q. 10,303-5. 
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when, in its turn, the production of silver increased, there 
happened to be a large stock of gold in the country. 

The causes of the steadiness in the relative value of gold 
and silver, and the extent to which this steadiness was due 
to the maintenance of the bimetallic standard in France, 
will be fully dealt with in another portion of our Report ; 
and we need not, therefore, at this point state the argu- 
ment at greater length. 

II. Causes affecting Cold. 

31. The view which ascribes the divergence in the value 
of the two metals to causes primarily affecting silver alone 
was that which received the largest amount of support 
when the fall in its value as compared with gold was first 
brought to the notice of the public. 

As soon, however, as the corrections suggested by ex- 
perience came to be applied to theory, it was suggested 
that this explanation of the phenomenon was scarcely con- 
sistent with some of the known facts of the situation ; and 
it was then urged, even by those who did not admit the 
effects ascribed to the dissolution of the bimetallic ratio 
in the Latin Union, or accept the theory of a fall in the 
value of silver owing to an excessive supply of that metal 
as compared with the demand, that an explanation should 
be sought in the hypothesis that the change which had 
taken place was due to circumstances which had affected 
gold and not silver. 

32. This theory, that gold is scarcer both absolutely 
and relatively to the work which it has to perform, and 
that consequently it bears a higher relative value to both 
commodities and silver (so far as the latter is to be con- 
sidered as a commodity) than it did formerly, is supported 
by its advocates both on a priori grounds and by appeal 
to facts. 

33. It is pointed out in the first place that there has 
been a diminished supply from the mines. 

The following table gives Dr. Soetbeer’s estimate of 
the total production of gold since 1851. 
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eriod. 

Total Production. 
(Annual Average.) 


Weight in 

Kilogrammes. 

Value in 
£ Sterling. 

851-55 

199,388 

27,815,400 

856-60 

201,750 

28,144,900 

861-65 

185,057 

25,816,300 

866-70 

195,026 

27,206,900 

871-75 

173,904 

24,260,300 

876-80 

172,414 

24,052,200 

881-85 

149,137 

20,804,900 


These figures, though they do not, of course, pretend to 
hsolute accuracy, are in substantial agreement with those 
ompiled by other authorities. In the evidence given by 
fir Hector Hay and Mr. Pixley will be found the results 
f independent inquiries instituted by them. The actual 
uantities given by the different authorities for each pe- 
iod do not always coincide; but the result, so far as it 
stablishes a proportionate diminution of supply, is prac- 
ically the same in all cases. 

34. Concurrently with this diminished supply it is con- 
ended that there has been an increased demand for gold 
•n the part of the United States, Germany, Italy, Holland, 
nd the three Scandinavian kingdoms. 

35. Of the above-mentioned countries the demand for 
he United States is undoubtedly the most important. 

Its extent will be best understood from the following 
Lgures showing — 


Coupled with 

increased 

demand. 


Extent and 
effect of the 
United 
States 
demand. 


The Consumption of Gold in the United States. 

eriod. 

Annual 

Average Value of 

Actual 

Home Production. Net Exports. 

Net Imports. 

Consumption. 


£ 

£ 

£ 

£ 

366-70 

371-75 

376-80 

381-85 

10,602,000 

8,300,200 

8,916,840 

6,708,080 

8.069.000 

8.594.000 

2.468.000 

4.425.000 

2,533,000 

-£ 93,800 

11,384,840 

11,133,080 


From these figures it appears that during the 10 years 
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1866-75, the United States absorbed a total value of 
11,196,000?., and during the 10 years 1876-85 a total value 
of 112,589,600?. 

The United States first began to draw gold from Europe 
in 1878, and since that date the imports of gold have ex- 
ceeded the exports in every year except one. 

This demand was originally created by the anticipated 
resumption of specie payments on the 1st January 1879 ; 
and its maintenance is due both to the very rapid growth 
of the trade and population of the country in recent years, 
and to the increasing demand for gold for industrial and 
currency purposes. A large amount is also accumulating 
in the Treasury, owing to the growing surplus of revenue 
over expenditure, and the protective system of the coun- 
try, which, it is said, leads to an export of gold thither 
in lieu of commodities. 

This large accumulation of gold in the Treasury is a 
distinctive feature in the United States. In other coun- 
tries the store of gold constitutes the reserve of the prin- 
cipal banks, and is the foundation on which the commerce 
of those countries is based. In the United States, how- 
ever, the amount held by the Treasury, except so far as 
it is represented by notes or gold certificates, is practi- 
cally hoarded and withdrawn from commercial use alto- 
gether. 

36. The extent of this demand for the United States in 
its effect upon the supply available for other countries is 
further illustrated by the following table showing the — 

Available Supply op Gold in Countries outside the 
United States. 




Annual Average Value of the 


Period. 

Production 
outside the 
United States. 

Net Exports 
from the 
United States. 

Net Ii^orts to 
the United 
States. 

Total Supply. 

1860-70 

1871--76 

1876-80 

1881-85 

£ 

16,604,900 

15,960,100 

15,135,360 

14,096,820 

£ 

8.069.000 

8.594.000 

£ 

2.468.000 

4.425.000 

£ 

24,673,900 

24,554,100 

12,667,360 

9,671,820 
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37. There was also a slight increase between 1880 and Indian 
1885 in the Indian demand for gold, which however has 
not been maintained since that date. 


Period. 

1866-70 

1871-75 

1876-80 

1881-85 

1886-88 


Net Impoets of Gold into India. 

Annual Average Value. 

Bx. 

4,985,528 

2,330,080 

614,988 

4,712,899 

2,643,057 


If then we deduct from the total production the quanti- 
ties absorbed by India and the United States we arrive 
at the following results : — 


Period. 

Total Production Absorbed by India and 
of the World. the United States. 

Surplus. 


£ 

£ 

£ 

1866-75 

257,336,000 

47,771,000 

209,565,000 

1876-85 

224,285,000 

139,229,000 

85,056,000 


38. The demand in Germany has arisen from the sub- European 
stitution of a gold for a silver standard simultaneously demand, 
with the withdrawal of a considerable quantity of notes 
of small denominations, necessitating a corresponding ad- 
dition to the metallic circulation. 

The gold coinage was first authorised by a law of De- Germany, 
cember 1871, but the single gold standard was not actually 
introduced until July 1873 by a law which also prohibited 
the issue by the Imperial Bank of Germany of notes of 
a less value than 100 marks. 

The amount of gold actually coined by Germany since 
1871 is upwards of 98,000,000?.; and of this sum about 

80.000. 000?. is estimated to represent the new demand. 

The greater portion of this coinage (upwards of 

50.000. 000?.) was executed in the years 1872 and 1873; Q.1354. 
and the bulk of the metal required was drawn either di- 
rectly or indirectly from France. The following figures 



Italy. 
Q. 522. 


Holland. 


deandinayian 

kingdoms. 
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will afford some indication of the movement of gold 
towards Germany during those years. 


Value of Gold Bullion and Specie exported to Germany 
in the under-mentioned Years. 


Year. 

Great Britain. 

Prance. 

Belgium. 

Total. 


£ 

£ 

£ 

£ 

1871 

8,488,000 

4,585,000 

1,776,000 

14,849,000 

1872 

8,152,000 

353,000 

414,000 

8,919,000 

1873 

7,263,000 

7,040,000 

*41,323,000 

55,626,000 

Total 

. . . .23,903,000 

11,978,000 

43,513,000 

79,394,000 


* Entered in the returns as ''in transit from Prance. '' 


These figures are taken from the trade returns of the 
three countries above mentioned, the German returns 
themselves being obviously incomplete; but it must be 
observed that in nearly all countries the returns of the 
import and export of the precious metals are more liable 
to error than is the case with other commodities ; and we 
do not therefore think that these figures afford much in- 
dication of the real facts of the case. 

39. Another demand was created by the action of Italy 
in 1881-83, with the view of resuming specie payments. 
For this purpose a loan was raised of 16,000,000Z., about 
12,000,000?. of which was drawn from countries outside 
Italy ; but the gold coinage actually executed in Italy since 
1881 does not appear to have exceeded 6,500,000?. 

In the Netherlands a bimetallic system of currency had 
been in force until 1847, when a single silver standard was 
introduced. The coinage of silver was, however, tempo- 
rarily suspended for short periods between 1872 and 1875. 
By a law of 6th June 1875, the adoption of a gold coinage 
was authorised, and the coinage of silver was permanent- 
ly suspended; the silver, however, still remaining legal 
tender at its nominal value. The gold coinage since 1875 
has amounted to about 6,000,000?. 

By a convention originally made in 1872, but not finally 
ratified by all the parties until 1876, the three Scandina- 
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vian kingdoms, Norway, Sweden, and Denmark, adopted 
a common system of currency based on the single gold 
standard ; that previously in use having been silver. The 
amount of gold coined in the three countries since 1872 
is about 7,000,000^. 

40. It should, however, be remembered that all the de- 
mands for the several European countries above men- 
tioned must not be considered as having had a cumulative 
effect, some of the gold required having been only tem- 
porarily withdrawn from other countries to which it after- 
wards returned in the ordinary course of trade. 

In this respect the European countries stand on a dif- 
ferent footing from the United States and India, which 
have on balance absorbed gold almost continuously 
throughout the last 10 years. 

41. In addition to the above demands, which relate 
chiefly to the use of gold for monetary purposes, allega- 
tions are made that the amount required for industrial 
purposes has increased ; but very little evidence has been 
adduced in support of this view. Any statistics on the 
subject must necessarily be of a very uncertain character, 
as there are no means of ascertaining either the quanti- 
ties actually used for such purposes or the extent to 
which the supply is obtained from new metal or from 
metal previously used, or the extent to which metal previ- 
ously used is melted down and re-coined. 

Dr. Soetbeer’s estimate of the total quantity of gold 
annually required for industrial purposes at the present 
time (after deducting the old material used) is 90,000 
kilogrammes, equivalent to about 12,250,000^. But this 
estimate is considered by some authorities as too high. 

Sir Hector Hay's estimate of the amount used in this 
country is about 2,300,000Z., of which about 1,750,000L is 
from new material. 

The only country in which any systematic attempt ap- 
pears to have been made to estimate the quantity used 
over a series of years is the United States. 

The inquiries of the Director of the Mint in that coun- 
try have resulted in the following figures : — 


Demand for 

industrial 

purposes. 


Q. 371, 380. 


Q. 388, 607, 
608, 
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Value of Gold used for Industrial Purposes in the 
United States in the under-mentioned Years. 


Year. 

Total Consumption. 

From Coin and 
other 

old Material. 

From Bars. 


£ 

£ 

£ 

1880 

1,799,000 

651,000 

1,148,000 

1881 

2,101,000 

816,000 

1,285,000 

1883 

3,012,000 

1,525,000 

1,487,000 

1885 

2,323,000 

1,024,000 

1,299,000 


Increased 
tendency to 
hoard or 
accumulate. 


Q. 1461, 
1462. 


Q. 7709. 


None of the estimates, however, throw much light on 
the increase or decrease of the use of gold in recent years. 

42. It is further stated that the unsettled relation which 
has subsisted between the two metals since 1873, as well 
as other causes, have produced a tendency on the part 
of both individuals and Governments to accumulate or 
hoard gold rather than silver. 

The facts on this point which relate to India have been 
noticed above in § 37. It is also known that the German 
Government has a sum of about 6,000,000L in gold stored 
in the fortess of Spandau, which is practically withdrawn 
from the stock available for commercial or industrial pur- 
poses.* 

Further evidence pointing in the same direction may 
be found in Dr. Soetbeer’s estimate of the value of the 
gold contained in the national treasuries and the principal 
banks of the world, which gives the following figures : — 


£ 

1877 144,500,000 

1878 142,500,000 

1879 175,000,000 

1880 189,500,000 

1881 195,000,000 


*It should, however, be noted that ‘‘Beichskassenscheine*' or Treasury 
Notes have been issued by the Government to the extent of about 140,000,000 
marks, which may be considered as to some extent secured by the reserve 
above mentioned. 
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£ 

1882 203,500,000 

1883 230,000,000 

1884 234,000,000 

1885 252,000,000 


It is also said that the State banks on the Continent 
generally facilitate the importation of gold, but place 
difficulties in the way of its exportation. For example, 
it has been remarked that the Imperial Bank of Germany 
has at times attracted gold by making advances for short 
periods on exceptional terms on condition that gold is 
imported for the purpose of repaying such advances. On 
the other hand pressure is brought to bear on merchants 
and bankers to prevent the exportation of gold from that 
country. 

The Bank of France, while objecting to part with gold 
except in small quantities for internal purposes, charges 
a premium on bar gold when required for export. 

43. The above are all the arguments which we think it 
necessary to notice in support of the alleged appreciation 
of gold as deduced from the facts relating to the supply 
of and the demand for that metal. 

44. On the other hand it is contended — 

(a.) That, while the supply of gold from the mines 
has undoubtedly fallen off, the effect of such a diminu- 
tion has been inappreciable, owing (as was pointed out 
with regard to silver in § 22) to the magnitude of the 
stock already in existence. 

Dr. Soetbeer’s estimate of the production of gold since 
the end of the 15th century is 1,553,415,000^. ; and an an- 
nual supply of 20,000,000^. would consequently be about 
1% pel* cent, on that stock, while the actual diminution 
in the supply which has taken place during the last 15 
years would only amount to % per cent, per annum. 

(6.) That the insignificance of this diminution is 
demonstrated by the fact that, for all purposes for which 
it is required, gold is as plentiful as ever. In support of 
this view the figures given in § 42 are quoted. And it 


Diflaculty of 
obtaining 
gold on the 
Continent. 
Q. 1444-6. 


Insignifi- 
cance of 
decrease 
in supply. 


Q. 7448. 


q. 7709. 



42 


BOYAL COMMISSION ON GOIiD AND SILVBB; 


Bate of dis- 
count lower 
and more 
uniform. 

Q. 7774-93. 


is pointed out that the allegation noticed in § 41 with 
regard to the increased use of gold for industrial purposes 
would, if true, tend to show that the demand for gold for 
monetary purposes was adequately met. 

( < 7 .) That the rate of discount has been both lower and 
less subject to fluctuation than in previous periods. 

The rate of discount, it is said, is conclusive evidence as 
to the extent of the supply of gold for monetary purposes, 
for it is the price paid for the temporary command of that 
metal, or at any rate for the command of something which 
depends upon and varies directly with the supply of the 
metal, and must consequently be an accurate indication 
of the relation subsisting between the demand for and 
supply of gold at the time when it is fixed. 

In further illustration of this view, it is pointed out 
that any diminution of the bank reserves below their nor- 
mal limit is almost invariably followed by a rise in the 
rate of discount, which in its turn tends to replenish the 
reserves; while any material increase in the reserves is 
followed by a lowering of the rate, and that these results 
are produced with such uniformity as to establish a causal 
connexion between movements in the available supply of 
gold and in the rate of discount. 

The average rate of discount at the Banks of England, 
France, and Germany, with the number of changes of 
the rate, in quinquennial periods from 1861 to 1885, is as 
follows : — 


Period. 

Bank of England. 

Bank of France. 

Bank of Germany. 

Average 
Bate per 
Cent. 

Total 
Number 
of Changes. 

Average 
Bate per 
Cent. 

Total 
Number 
of Changes. 

Average 
Bate per 
Cent. 

Total 
Number 
of Changes. 

1861-66 . 

...4-90 

59 

4-83 

36 

4-47 

12 

1866-70 . 

...3*62 

36 

3-07 

12 

4-67 

16 

1871-75 . 

...3-75 

73 

4*86 

8 

4-50 

17 

1876-80 . 

...2-87 

29 

2-65 

7 

4*17 

27 

1881-85 . 

...3-43 

32 

3-34 

6 

4-23 

12 


From these figures it is inferred that less difficulty has 
been found in rej^ent years in maintaining and replenish- 
ing the stock of gold in the reserves of the principal banks ; 
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and it is only through the state of these reserves that the 
supply of gold for monetary purposes produces any effect 
upon the transactions of commerce. 

(d.) That even admitting the increased demand for 
gold in some countries, and the decrease in the annual 
supply from the mines, the total mass available for com- 
mercial purposes (which as stated in (a.) is the more im- 
portant consideration) has not diminished but increased. 

All that can have been effected by the increased demand 
is a different distribution of the stock of gold from that 
which formerly obtained; and the proportion in which 
the stock is distributed among the different countries of 
the world is immaterial. 

Each country will, so far as its financial position allows, 
secure such a share of the stock as is required by, and is 
appropriate to, its individual necessities. 

However great that share may be in one country, and 
however little in another, the general level of prices over 
the whole area and in the long run will be uniform. 

(e.) That from a variety of causes, some of which have 
only recently begun to operate, and others of which have 
operated with greater effect since 1873 than before, the 
quantity of gold required for the commercial transactions 
of the world has diminished, and what is actually required 
is enabled to do its work more rapidly and more eco- 
nomically. It cannot, therefore, be said that, for practical 
purposes, the available supply of gold has been dimin- 
ished. 

Among the causes which are said to have contributed 
to this increased economy in the use of gold may be men- 
tioned the great increase in the number of branch banks 
in this country, the larger use of cheques, postal orders, 
and other instruments of credit, the creation of tele- 
graphic transfers, and the extension of banking accom- 
modation and of the clearing system on the Continent. 

(/.) That the effect of the new demands referred to in 
§§ 34-39 upon the available stock of gold has been much 
exaggerated. The real demand has been less than the ap- 
parent demand owing to the consumption being, in some 


Total stock 

increased, 

though 

differently 

distributed. 


Increased 
economy 
of gold. 

Q. 1336-40; 
6648-52; 
7736-41; 
7799-7802. 


New 

demands 

exaggerated. 



Q. 1354. 


Visible sup- 
ply no test 
of appre- 
ciation. 


Q. 6356-9. 
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cases, counted twice over. Gold having been coined in one 
country is exported to another and appears in the returns 
of both. 

Further, it is stated that a considerable proportion of 
the gold required for the fresh demands has been taken 
from hoards (especially in France) and other sources 
where it was practically withdrawn from use. 

45. On the other side it is rejoined — 

(a.) That neither the apparent abundance of gold, nor 
its increased use for other than monetary purposes, can 
of themselves indicate that gold has not appreciated, since 
the prices of commodities must always accommodate 
themselves to the supply of gold. It is of the essence of a 
monetary standard that it should absorb all the metal of 
the standard which is not required for other purposes. 
The demand for the metal of the standard is therefore 
necessarily unlimited; the strength of that demand, or 
the value of the metal, for the time being, is represented 
by the general level of prices. Whatever quantity of the 
metal is required at that value for non-monetary purposes 
is absorbed, and the balance is taken into the currency. 
Any fluctuation in the demand for the metal will be ex- 
hibited in the increase or decrease of its purchasing 
power; and as the purchasing power of gold has increased 
in recent years, it cannot be said that the demand for gold 
for currency purposes is satisfied. 

The increased use of gold for non-monetary purposes 
does not prove that gold has not appreciated, inasmuch 
as its use for those purposes is affected by increase of 
population, of wealth, and especially of savings, as well 
as by fashion, and its increase in value relatively to silver 
may lead to its being hoarded in increasing quantities. 

(b.) That the supply of gold in such institutions as 
banks and national treasuries is no test of its scarceness. 

The reserves in banks are affected by many other con- 
siderations besides those depending upon the supply of 
the metal. An increase in the reserves may simply repre- 
sent an increased tendency to hoard, with the effect of 
increasing the demand for, and consequently the value 
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of gold; or it may be due to an increase in the amount of 
business, or to a change in the mode of doing business. 

It is impossible to assume that the banks in question 
hold more gold than is considered desirable, and as they 
show a decided tendency to accumulate gold and an un- 
willingness to part with it, the fact that their reserves 
have increased cannot be urged as an argument in favour 
of the alleged abundance of gold. Much of the accumula- 
tion shown in the figures above given may also be ex- 
plained by the increasing tendency to replace a metallic 
by a paper circulation. A larger amount of specie is there- 
fore found in bank reserves and a smaller amount in the 
hands of the public. 

The following table, for example, of the average note 
circulation of the Bank of France, and the average amount 
of bullion held against it, shows an increase since 1860-64 
of upwards of 81,000, OOOZ. in the former item and upwards 
of 80,000,000?. in the latter. 


Period. 

Note Circulation. 

Bullion. 


£ 

£ 

1860-4 

30,920,000 

14,460,000 

1880-4 

109,110,000 

78,490,000 

1885 

115,700,000 

86,050,000 

1886 

112,650,000 

94,900,000 


(c.) The connexion above stated between the rate of Low rate 
discount and the supply of gold is disputed. The rate of discount 
discount, it is said, depends upon many causes which are accompanies 
quite independent of the supply of gold. Fluctuations in scarcity of 
the amount of gold in the bank reserves may produce a 
temporary effect upon it ; but its permanent level, or its 
average level during a series of years, will be settled by 
other considerations. Those who hold this view contend 
that the rate of discount represents not the price paid for 
the use of gold, but the price paid for the use of floating 
capital ; and as one effect of a scarcity of gold is, through q. 5362 -- 6 . 
falling prices, to check enterprise and speculation, the 
demand for capital would naturally be diminished, and 
the rate of discount would fall with it. The rate of dis- 



Importance 
of proper 
distribution 
of the metal. 


Q. 3982-4. 


Alleged 
economies 
of gold. 


Q. 3746. 
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count in fact depends largely upon the briskness or slack- 
ness of business. 

So far, therefore, from a low or uniform rate of dis- 
count proving the existence of an adequate supply of gold, 
it is not only consistent with, but the necessary concomi- 
tant of, a scarcity of that metal. 

Experience further shows that during periods when 
both the production and the stock of gold were large, the 
rate of discount was frequently very high. 

(d.) That the chief demand for gold in recent years 
has come from the United States, and the effects of a 
reduced supply of gold, relatively to the wants of the 
community, would ordinarily be experienced in the first 
instance in that country. 

If such want of gold caused prices to fall in the United 
States, or kept them lower than they would otherwise 
have been, the influence on prices would be transmitted 
to all other countries with which the United States had 
commercial intercourse, through the operations of the in- 
ternational trade. 

(e.) That there is no foundation for the assertion that 
an increased demand for gold merely causes a different 
distribution of the metal, and has no effect upon its value. 
If a change in the distribution of gold among the different 
countries of the world is immaterial, it is impossible to 
explain why so much trouble is taken to prevent gold from 
flowing from one country to another. A proper distribu- 
tion of the precious metals, so far from being immaterial, 
is essential to the efficient performance of their functions ; 
and gold if it is hoarded or accumulated beyond the point 
necessary for the transaction of current business and the 
maintenance of credit (as would now appear to be the 
case in many countries) is practically withdrawn from 
use. 

(/.) That the effect of the methods for economising 
gold referred to in the preceding paragraph, so far as 
they relate to a period since 1873, has been much exag- 
gerated. 

Mr. Bagehot stated, in 1873, that the period from 1844 
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had “been almost marvellous in its banking develop- 
ment, ' ^ and there is no evidence of any remarkable prog- 
ress since that time. The arguments drawn from the ex- 
tension of the use of postal notes, and from the increase in 
the number of small cheques, fail to indicate the amount 
of the economy of gold effected in this way, and no attempt 
is made to show how far such economy of gold (if any) is 
balanced by such causes as the increased demand for gold 
due to increase of population, or by the growing tendency 
to pay cash instead of running up bills. 

There has, no doubt, been a large increase in the num- 
ber of postal notes issued yearly, but the economy of gold 
effected by this means depends not on the aggregate 
amount of such notes issued in a year, but on the average 
number outstanding at one time. The number outstanding 
at one time represents about 270,000/.; of this about 
70,000/. represents sums so small that they could never 
have been paid in gold. The balance (200,000/.) represents 
the maximum possible economy of gold, but the real econ- 
omy is evidently much less, as postal notes have, to a 
large extent, merely taken the place of postal money or- 
ders, and probably other means of remittance. 

{g.) That the inconclusive nature of the evidence re- 
specting the alleged economy in the use of gold, founded 
upon the development of credit and the extension of bank- 
ing accommodation, is shown by the fact that the country 
which has absorbed most gold in recent years is the United 
States of America, though there is no country in which 
so great a development of credit and banking has taken 
place. 

{h.) That there is no evidence as to the amount of gold Hoarding 
which was drawn from hoards in order to satisfy the new 
demands; that it is unlikely that the habit of hoarding 
was finally abandoned in 1873 ; and that the amount then 
withdrawn has probably since been replaced. 

46. Those who maintain the view that gold has become Arguments 
scarce in proportion to the work which it has to perform, JaU^^riSs 
further adduce a class of arguments, drawn, not from the ^ ° 
facts relating to the supply of and demand for the metal. 
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but from the quantity of other commodities for which it 
will exchange. 

The prices of commodities are, it is said, the value of 
those commodities expressed in terms of gold; they rep- 
resent the relation for the time being between gold on 
the one hand and commodities on the other; and that rela- 
tion will be determined from time to time by the quantity 
of commodities offered on the market in exchange for 
Q. 6181-5. goidj and the quantity of gold offered in exchange for com- 
modities. A fall of gold prices is therefore synonymous 
with a scarcity of gold. 

Starting from these premises, it is urged that there has 
been a general fall of prices measured in gold, while prices 
in countries where a silver standard prevails have not 
risen, and have in some cases even fallen. 

Index 47. The principal evidence adduced in support of this 

numbera. -g derived from the system of index numbers. 

This method of comparing the general level of prices in 
different periods is obtained in the following manner : — 

Certain articles are selected for the purpose of com- 
parison ; the price of each at a given date is represented 
by a standard number — say 100; the variations in price 
in each subsequent year are noted, and a proportionate 
addition to or subtraction from the standard number is 
made. 

By adding together the numbers so obtained a general 
view of the rise or fall of prices is obtained. 

48. Several tables of prices constructed on this princi- 
ple have been compiled in recent years. The best known 
are: — 

(i.) The table annually published by the ** Economist 
newspaper, which gives the wholesale prices of 22 of 
the principal articles on the London market, the basis 
of comparison being the average prices for those arti- 
cles in the five years 1845-50. 

(ii.) A table prepared by Mr. A. Sauerbeck, which deals 
with the London prices of 45 wholesale commodities, 
the period taken as the basis of comparison being the 
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10 years 1867-77, and his record of prices extending 
as far back as 1837. 

(iii.) Tables prepared by Mr. Inglis Palgrave for the 
Eoyal Commission on the Depression of Trade, tak- 
ing the period 1865-69 as the basis of comparison. 
These tables deal not only with prices in England, but 
in France, and India; and in framing them regard 
has been had to the relative importance of the sev- 
eral articles included in the list. 

(iv.) Dr. Soetbeer^s tables, which take the period 
1847-50 as the basis of comparison and deal with the 
prices of 100 articles on the Hamburg market, and 
with 14 of the principal articles exported from the 
United Kingdom. 

(v.) Tables prepared by Mr. Giffen from the Trade 
Returns of the United Kingdom, going back to 1840 
in the case of exports and to 1854 in the case of im- 
ports. 

49. The following statement shows in a concise form 
the results arrived at by these several methods : — 


Period. 

1. 

“Econo- 

mist.” 

22 Whole- 
sale Com- 
modities in 
England. 
100 Aver- 
age of 
1845-50. 

2. 

Dr. Soet- 
beer. 

100 Ham- 
burg Arti- 
cles and 14 
Articles of 
British 
Export. 
100 “Aver- 
age of 
1847-60. 

3. 

“Econo- 

mist.” 

(Similar to 
1, but re- 
arranged 
on basis of 
100 “Aver- 
age of 
1866-60.) 

4. 

Mr. Pal- 
grave. 

(Similar to 
1, but as- 
signing to 
each ar- 
ticle its rel- 
ative im- 
portance.) 
100—Aver- 
age of 
1806-69. 

6. 

Mr. Sauer- 
beck, 

45 English 
Prices. 
100 -Aver- 
age of 
1867-77. 

6. 

Mr. Giffen. 

Prices of 
British 
Exports. 
100 “Prices 
of 1854. 

7. 

Mr. Giffen. 

Prices of 
British 
Imports. 
100 “Prices 
of 1854. 

1851 

104 






76 





1852 

— 

102 

— 

— 

78 

— 

— 

1853 

Ill 

114 

— ^ 

— 

05 

— 

— 

1854 


121 

— 

— 

102 

100 

100 

1855 


124 

— 

— 

101 

97 

105 

1866 


123 


— 

101 




1857 1 


130 

— 

— 

105 

103 

110 

1858 


114 

— 


01 

— 

— 

1869 


116 

— 

— 

04 

102 

09 

1860 


121 


— 

09 

— 

— 
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1861 

123 

118 





98 





1862 

130 

123 

— 

— 

101 

— 

— 

1863 

158 

125 

— 

— 

103 

— 

— 

1864 

172 

129 

— 

— 

106 

— 

— 

1865 

162 

123 

— 

108 

101 

137 

118 

1866 

161 

126 



111 

102 





1867 

137 

124 

— 

99 

100 

— 

— 

1868 

122 

122 

— 

93 

99 

119 

108 

1869 

121 

123 

— 

89 

98 

— 

— 

1870 

122 

123 

91 

90 

96 


— 

1871 

118 

127 

90 

93 

100 





1872 

129 

136 

97 

100 

109 

— 

— 

1873 

134 

138 

102 

104 

111 

132 

107 

1874 

131 

136 

100 

108 

102 

— 

— 

1875 

126 

130 

95 

97 

96 

114 

101 

1876 

123 

128 

93 

99 

95 

106 

06 

1877 

124 

128 

94 

1 100 

94 

101 

99 

1878 

115 

121 

87 

1 95 

87 

— 

92 

1879 

100 

117 

76 

82 

83 

92 

88 

1880 

116 

122 

87 

89 

88 

— 

93 

1881 

108 

121 

81 

93 

85 

i 92 

92 

1882 

111 

122 

83 

87 

84 

— 

— 

1883 

107 

122 

79 

88 

82 

92 

89 

1884 

100 

114 

76 

80 

76 

90 

84 

1885 

05 

109 

i 70 

76 

72 

87 

79 

1886 

92 

104 

69 

73 

69 

82 

74 

1887 

94 

103 

70 

73 

68 

— 

— 

1888 

101 

— 

76 

— 

__ 

— 

— 


We also annex a diagram showing a comparison of the 
results arrived at in columns 1, 2, 4, and 5. 

50. To the above may be added the following re- 
arrangement of Mr. Sauerbeck’s figures, showing the 
average prices for each period of 10 years since 1837, by 
which method the general tendency of the movement is 
more readily seen, and the effect of temporary fluctua- 
tions is eliminated. 

Average Index Nos. of Prices for 10 years. 


1837 - 46 93 

1838 - 47 93 

1839 - 48 91 

1840 - 49 88 

1841 - 50 86 

1842 - 61 83 


1843 - 52 82 

1844 - 53 83 

1845 - 54 85 

1846 - 55 86 

1847 - 56 88 

1848 - 57 89 
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1849- 58 90 

1850- 59 92 

1851- 60 94 

1852- 61 96 

1853- 62 99 

1854- 63 100 

1855- 64 100 

1856- 65 100 

1857- 66 100 

1858- 67 99 

lb59-68 100 

1860- 69 101 

1861- 70 100 

1862- 71 100 

1863- 72 101 


1864r-73 102 

1865- 74 102 

1866- 75 101 

1867- 76 101 

1868- 77 100 

1869- 78 99 

1870- 79 97 

1871- 80 96 

1872- 81 95 

1873- 82 93 

1874- 83 90 

1875- 84 87 

1876- 85 85 

1877- 86 82 

1878- 87 79 


51. The general result to be derived from a comparison 
of these investigations shows, it is contended, a rise in 
prices from the date of the Australian and American gold 
discoveries to the year 1873, and an almost continuous 
fall since the latter date, which has reduced prices to a 
lower point than at any previous period in this century. 

52. It is at the same time pointed out that no such 
change in the level of prices is observable in countries 
using a silver standard. The statistics on this point are 
necessarily imperfect, relating as they do to prices in 
India only. 

As regards that country we have been furnished with 
the result of investigations made by Mr. O^Conor, Assist- 
ant Secretary to the Government of India in the Depart- 
ment of Finance and Commerce, into the prices of the 
staple food-grains in ditferent parts of India, and of the 
principal articles of export. 

It is, however, very difficult to draw any useful or re- 
liable conclusions from these figures. The conditions of 
the country, the habits of the people, the isolation of mar- 
kets owing to want of communication, the constant varia- 
tions owing to the influence of the seasons, and many other 
causes, make it impossible to treat the records of Indian 
prices as of equal value with those referred to in the pre- 
ceding §§ of this report. It may, however, be safely said 
that there is no evidence of a rise in prices in India ; and 
there is a general agreement among the witnesses whom 
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we have examined on the point, that the purchasing power 
of the rupee in that country has not fallen. 

53. It is contended that these results, namely, the gen- 
eral, if not uniform, fall in gold prices, and the absence 
of any corresponding rise in silver prices, support the 
view that the changes observed are due to a relative 
scarcity of gold as compared with all other commodities, 
including silver. 

54. Another method of determining the difference from 
time to time in the purchasing power of the standard of 
value is described in Professor Nicholson’s evidence. The 
investigations which he has conducted by this method 
lead him to doubt whether the decrease in the value of 
gold, which is usually attributed to the period following 
the great gold discoveries, was as great as is usually sup- 
posed; but he finds that in the period from 1875 to 1885 
there is evidence of a rise in the value of gold very similar 
in character, though differing slightly in degree, from 
that indicated by the system of index numbers. 

We are unable to express any opinion upon the value of 
the corroborative evidence which these investigations are 
said to supply. 

55. Attention is also called to the stationary character 
of the revenue produced by the income tax since the year 
1873. 

The produce of each penny of the tax imposed, together 
with the gross amount of property assessed per head of 
population, in the under-mentioned years was as fol- 
lows : — 


Year ended 

Produce of each Penny 
of Income Tax. 

Gross Amount of Property 
and Profits assessed 
per Head of Population. 


£ 

£ s. 

1 April 1860 

1,119,470 

11 6 

1861 

1,123,453 

11 6 

1862 

1,162,027 

12 1 

1863 


12 2 

1864 


12 5 


Average 1860-64 

12-0 
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1865 

1,312,725 

13 4 

1866 

1,380,362 

13 9 

1867 

1,415,709 

14 1 

1868 

1,428,215 

14 3 

1869 

1,435,887 

14 3 


Average 1865-69 

14-0 

1870 

1,476,297 

14 4 

1871 

1,592,030 

14 9 

1872 

1,654,276 

15 3 

1873 


16 1 

1874 

1,854,644 

17 1 


Average 1870-74 

15-5 

1875 

1,945,260 

17 6 

*1876 

1,978,084 

17 7 

1877 

1,904,770 

17 2 

1878 

1,909,005 

17 3 

1879 

1,879,073 

17 1 


Average 1875-79 

17.4 

1880 

1,846,664 

16 9 

1881 

1,866,636 

17 0 

1882 

1,915,683 

17 2 

1883 

1,962,871 

17 4 

1884 

2,016,785 

17 6 


Average 1880-84 

17-2 

1885 

2,002,222 

17 5 

1886 

1,980,395 

17 3 

1887 

1,970,0001 

Estimated.^ 

17 1 


* Previous to the year 1876-77 incomes under lOOL were exempted, and 
on incomes between lOOZ. and 3002. an abatement of 802. was allowed. 

Prom the year 1876-77 inclusive the limit of total exemption was raised 
to 1502., and on incomes between that amount and 4002. an abatement of 
1202. was allowed. 

The result of these two measures is estimated to produce a loss of be- 
tween 50,0002. and 60,0002. per penny. 

As production has been rapidly increasing during the 
whole of this period, it is argued that taxable income per 
head of population should have increased in a somewhat 
similar proportion. 

56. The rate of interest on permanent investments is 
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also declining for reasons, it is urged, similar to those 
which have been described above as affecting the rate of 
discount. When gold is scarce and commercial activity is 
checked by the resulting fall of prices, the demand for 
permanent investments increases and the price of such 
securities rises. Owing either to the actual or the appre- 
hended scarcity of gold there is a tendency to invest in 
securities bearing a fixed interest payable in gold, which 
raises their price and reduces the net return obtainable 
from them. 

57. Further evidence is adduced from the fall in the 
price paid for many kinds of labour. 

It is stated that there has been a large and general fall 
in the rate of wages paid to agricultural labourers, and a 
somewhat less severe fall in wages paid for the lower 
class of skilled labour in the manufacturing districts ; that 
even where the rate of wages has been fairly maintained 
employment has become both scarcer and more irregular, 
and that strikes against the reduction of wages have be- 
come more frequent, showing increased friction in the la- 
bour market; that after making due allowance for the 
imperfect character of the statistical evidence with regard 
to wages, and for special causes which have affected the 
rate of wages in particular trades, there is sufficient evi- 
dence to support the conclusion that a general fall of 
wages is in progress, that it has probably not yet reached 
its limit, and that no influences are visible which are likely 
to prevent or reverse the fall. 

58. Much controversy has taken place both with regard 
to the fact above alleged of a general fall in prices and 
with regard to the cause to which it is ascribed. 

Before dealing with these questions, however, we must 
notice a preliminary objection which traverses the as- 
sumption that there is any necessary relation between the 
general level of prices and the scarcity or abundance of 
gold. 

Because the prices of commodities are expressed in 
terms of gold, it has been assumed that a transaction of 
sale or purchase is in substance what it purports to be 
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in form, namely, an exchange of commodities against 
gold ; and this assumption, it is said, necessarily underlies 
all the arguments with regard to the supply of gold which 
are drawn from considerations affecting the prices of 
commodities. 

But it is pointed out — 

(i.) that in any one area the nominal value of the trans- 
actions is always enormously greater than the quan- 
tity of gold available; and that it would therefore be 
impossible for all the transactions pending at any 
one moment to be actually carried out in the terms 
in which they are expressed; 

(ii.) that, as a matter of fact, gold actually passes in 
only an infinitesimal number of transactions; 

(iii.) that in all other transactions the consideration 
which passes from the purchaser to the seller is really 
not gold, but a promise to pay gold ; 

(iv.) that the prices of commodities will consequently 
be regulated, not by the quantity of gold, but by the 
quantity of such promises, which will be received in 
the discharge of debt as equivalent to gold; 

(v.) that the quantity of such promises to pay, or in 
other words the volume of credit, has, no doubt, some 
connexion with the quantity of gold ; but that the rela- 
tions between the two are very complex and obscure, 
vary in different countries and different states of 
society, and cannot be reduced to any definite rule; 
(vi.) that the connexion between the supply of gold 
and the prices of commodities is consequently not 
direct, but indirect, acting through the medium of 
credit; and that a rise or fall in the general level of 
prices may therefore prove nothing as regards the 
supply of gold, since it may be due to a diminution 
or expansion of the volume of credit without any 
corresponding alteration in the amount of gold. 

59. To these arguments it is replied — 

(i.) that a distinction must be drawn between that por- 
tion of the supply of gold which is actually circulating 
as coin and is used in the smaller transactions of 
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commerce, and that portion of the supply which is 
held in reserve by banks and similar institutions as 
a basis for the credit which they create ; 

(ii.) that between gold in the latter form and the quan- 
tity of credit there is a direct arithmetical relation, 
which may vary in different countries and in different 
states of society, but which in any one country or any 
one state of society will be tolerably uniform ; 

(iii.) that whatever proportion the volume of credit 
may bear to the quantity of gold on which it is based, 
the value of the former must in the long run conform 
to the value of the latter ; 

(iv.) that the supply of gold also operates directly upon 
the prices of commodities by its effect upon the rate 
of discount ; 

(v.) that in face of the fact of an alteration of 30 per 
cent, in the relative value of gold and silver in recent 
years, and a corresponding relative alteration in the 
gold and silver prices of the commodities inter- 
changed between the gold-using and the silver-using 
countries, it is impossible to deny that the standard 
of value is intimately connected with prices. 

We shall discuss the several arguments here raised at 
a later period ; for the present it will be suflBicient to state 
them in this concise form. 

60. Eeturning now to the conclusions drawn from the 
system of index numbers, it is contended — 

(a.) That to prove a general rise or fall of prices it is 
necessary to include in the investigation a much wider 
field than is covered by the tables of index numbers. 

They are confined almost entirely to the wholesale 
prices of raw materials, and do not take into account the 
prices of finished manufactures or of retail trade. 

Moreover, they make no reference to such important 
items as land, houses, and other descriptions of property 
either in this or other countries, salaries and wages, or 
the price of services generally. Such tables, it is said, to 
be complete, should include everything which is bought 
or sold with money. 
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The number of articles selected, which is only 22 in the 
tables of the ‘‘Economist’’ and Mr. Palgrave, has been 
extended to 45 by Mr. Sauerbeck, and to 114 by Dr. Soet- 
beer; but it is argued that even the latter number is far 
too small to afford a satisfactory basis for any general 
conclusions. 

(&.) That while the selection of the several articles does 
not appear to be based on any definite principle, the addi- 
tion of one item or the omission of another will produce 
widely divergent results. 

(c.) That though the general features of the course of 
prices in all the tables bear some similarity to each other, 
there is sufficient variation in detail to throw grave doubts 
on the accuracy of the conclusions which it is sought to 
draw from them. 

{d,) That general conclusions drawn from averages are 
always liable to be fallacious, because the same average 
result will be produced by a number of instances near the 
mean as by one instance at either extreme, while the con- 
clusions to be drawn from these results would differ ma- 
terially. 

(e.) That when, as in the present case, there may be 
at work a general cause, such as the scarcity of gold, 
affecting all prices, and a number of specific causes, such 
as increased or diminished facilities of production, affect- 
ing different articles differently, any conclusion drawn 
from averages concerning the operation of the general 
cause must be fallacious, unless it be assumed that the 
different specific causes are opposite in their effects, and 
balance one another. This is obviously not the case here. 
The different specific causes affecting each article are all, 
or almost all, causes which operate in the direction of 
lowering prices. 

(/.) That the tables of index numbers fail in not giving 
due weight to the relative importance of the different 
articles included in the calculation. A fall of 20 per cent, 
in one article produces as great a difference in the final 
result as a fall of 20 per cent, in another; but the impor- 
tance of the fall in each case must necessarily depend upon 
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the importance of the article, relatively to others, in the 
general consumption. 

{g,) That the qualities and descriptions of articles vary 
so much from year to year and period to period as to make 
it very doubtful whether the price quoted represents a 
similar article of similar quality throughout the whole 
period. 

and of 61. The above criticisms are directed chiefly against the 

dra^ from 'method adopted in the tables of index numbers, 

them. The conclusions drawn from those numbers are also 

disputed on the following grounds : — 

Q. 9138 - 40 . It is asserted — 

(a.) That there is no evidence of any general fall of 
prices such as would be necessary to support the conclu- 
sion that the fall is due to an alteration in the value of 
gold. Any such cause would operate with tolerably uni- 
form effect over the whole range of prices; whereas, in 
point of fact, while some prices have fallen, others have 
risen, and others have remained stationary. 

For example : the 100 articles included in Dr. Soetbeer ’s 
tables are divided into seven classes : — 

( 1. ) Agricultural produce. 

(2.) Animal food. 

(3.) Fruits, oil, and wine. 

(4.) Colonial produce. 

(5.) Mineral produce. 

(6.) Textile materials. 

(7.) Miscellaneous. 

If the average index numbers for each of these classes 
in 1881-85 are compared with the corresponding numbers 
for the period 1851-55, when the gold production was at 
its highest, it will be found that there is a rise in classes 
2, 3, and 4, a fall in classes 5, 6, and 7, while the 1st class 
has remained almost stationary. Or again if 1881-85 is 
compared with the period 1866-70 which immediately pre- 
ceded the commencement of the alleged scarcity of gold, 
a similar result is obtained; classes 2 and 3 rose, classes 
1, 5, 6, and 7 fell, and class 4 remained almost stationary. 



FINAL BBPOET. ^PABT I. 59 

(5.) That apart from any influence affecting gold, suffi- 
cient explanations on independent grounds can be given 
of the movements in the price of each article in question, 
whether those movements have been in one direction or 
another ; and that in the case of those articles which have 
remained stationary in price, or which have risen, it is in- 
cumbent upon those who maintain that there has been a 
general fall to show why those articles have proved excep- 
tions to the rule. 

(c.) That in addition to the circumstances affecting 
each article separately, several causes have been in opera- 
tion which might have been expected to produce a fall in 
price without reference to the standard of value itself : — 
(i.) The increased severity of competition, which has 
become much more intense since the date to which 
the commencement of the fall of prices is ascribed, 
(ii.) The immense increase in the quantity of commodi- 
ties produced, coinciding with (and in part resulting 
from) a diminution in the cost of production. 

(iii.) Increased facilities of, and reduction of charges 
for, transport and communication, which operate in 
the same direction as a diminution in the cost of pro- 
duction. 

(iv.) The increase in the productive power of the world, 
due to the absence of any great European wars such 
as in the 20 years preceding 1873 periodically occa- 
sioned the destruction of a large amount of capital ; 
together with the remarkable development of Amer- 
ica since her recovery from the effects of the Civil 
War. 

(v.) The increased efficiency of capital, owing to the 
improved organisation of credit. 

(vi.) The fall in the value of silver, which has a tend- 
ency to lower the gold price of commodities pro- 
duced in or exported to countries using a silver stand- 
ard, and also, through these commodities, the prices 
of others not directly affected by the value of silver. 

Silver-using countries are content to take for their 
produce the same silver price as before the fall, which 
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means a lower gold price. They cannot, therefore, 
give more silver for European produce than they did 
before. Consequently the gold prices of both classes 
of produce fall, and with them all other gold prices. 

This argument, which is also used by some of those 
who maintain the view that gold has itself become 
scarcer, will be noticed at greater length in another 
portion of our Eeport. It is adduced in this context as 
an independent explanation of the fall of prices. 

(d.) That the fall of prices shown by the index numbers 
has attracted attention chiefly because it occurred after a 
period of exceptionally high prices. The year 1873 was 
the culminating point of the upward movement in prices 
which had been in progress for some years previously; 
and that date happened also to coincide with the great 
changes in the monetary policy of Germany and the Latin 
Union. It is not unnatural therefore that the subsequent 
fall in prices should be ascribed to the effects of those 
changes; but it is pointed out that the circumstances of 
the years immediately preceding 1873 were very peculiar, 
and likely to have been productive of economic disturb- 
ance, apart from any question of the supply or consump- 
tion of gold. Large accumulations of capital, owing to the 
depression of trade in 1865-69, abundant harvests, and a 
continental war creating a great demand for manufac- 
tured goods, all contributed to produce a period of general 
excitement and speculation. It is therefore urged that the 
abnormal circumstances of the years 1871-73 make that 
period an unsound basis for comparison. 

(e.) That periods of inflation, such as that of 1871-73, 
are naturally followed by corresponding periods of de- 
pression ; and that the excessive duration of the depres- 
sion in the present instance is due to the exceptional 
rapidity and intensity of the previous inflation. 

(/.) That fluctuations of equal range have taken place 
in prices in previous periods when the abundance or 
scarcity of gold was not in question. 

{g,) That the fall, so far as it is proved, has taken place 
in wholesale trade, in the transactions of which little or 
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no gold is used, and not in retail trade, where the direct 
effect of a scarcity in the circulating medium might have 
been expected to make itself felt. 

62. In reply to these criticisms it is suggested — 

(a.) That the results obtainable from systems of index 
numbers, if, like all other averages, they are not abso- 
lutely accurate in every detail, are sufficient to indicate 
the tendency of the course of prices. 

(b,) That the range of articles covered by the several 
tables is sufficiently extended for all practical purposes, 
including as it does in the case of Dr. Soetbeer’s investi- 
gations no less than 114 articles, and in Mr. Sauerbeck ^s 
all those articles the value of which in the United King- 
dom, whether produced at home or imported, exceeded 
l,000,000i!:. 

(c.) That the relative importance of the different arti- 
cles has been allowed for in Mr. Palgrave’s and Mr. Sauer- 
beck’s tables, and that the corrections thus introduced, 
though important, do not invalidate the conclusions 
formed from a comparison of all the tables. 

(d.) That the totally distinct method of measuring the 
purchasing power of gold employed by Professor Nichol- 
son gives very nearly the same results as the index num- 
bers. 

(e.) That the index numbers of recent years are con- 
clusive as regards the fact of an increase in the purchas- 
ing power of gold in the case of, at least, a very large 
number of important commodities. 

The fact of there being some variation in detail in the 
different tables does not throw any doubt on the general 
conclusion to which all the tables point; absolute agree- 
ment could only be expected if the price of each article 
from time to time depended solely on the appreciation or 
depreciation of the standard, or if all other influences 
which tend to alter price acted always with the same 
force and in the same direction in the case of every com- 
modity 

(/.) That the assumption that the fall in the average 
level of the prices of these commodities can be completely 
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explained by the cheaper production of one, or of a con- 
siderable number, of them is unwarranted, because — 

(i) it does not necessarily follow that the lowering of 
the cost of production of even a large number of arti- 
cles would have the effect of lowering the average 
level of prices, as the saving so effected would create 
a demand for and so raise the prices of other articles ; 

(ii) a diminution in the cost of transport may tend to 
lower the price of such articles as are bulky in rela- 
tion to their value in the country to which they are 
exported, but would tend to raise the price in the 
place of origin; and could only have a very remote 
effect upon the general level of prices ; 

(hi) it is not proved that there has been a greater pro- 
portionate increase in the quantity of commodities 
since 1873 than in any previous period of equal dura- 
tion. 

(g.) That the universality of the fall, at least in recent 
years, is a strong argument in support of the view that it 
is due to the general cause above indicated. 

Of the 45 principal articles with which Mr. Sauerbeck 
deals, not one showed a rise in price in either 1885 or 1886 
as compared with the average of 1867-77, though the fig- 
ures for 1887 may possibly show a different result in one 
or two instances. When Professor Jevons examined the 
course of prices after the gold discoveries the number of 
instances which were opposed to the conclusion he then 
formed was seven out of 36. 

(h.) That it is not necessary to prove a fall in all gold 
prices, in order to show that there has been an apprecia- 
tion of gold. If gold has not appreciated because all gold 
prices have not fallen, it may equally well be argued that 
as all silver prices have not risen, silver has not depre- 
ciated ; and that consequently the two metals retain the 
relation which they had before 1873. 

(k.) That the question is not simply, whether gold has 
appreciated or not, but whether the alteration in the rela- 
tive value of gold and silver is due to appreciation of 
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gold or depreciation of silver, and that those who hold 
that there has been no appreciation of gold, and that the 
change in the relative value of the precious metals is en- 
tirely due to depreciation of silver, should be prepared 
to point out in the silver-using countries a general rise 
in the silver prices of commodities (over and above what 
is due to the ordinary laws of demand and supply) bear- 
ing some proportion to the extent to which silver is said 
to have depreciated, and to explain, on grounds peculiar 
to each article, why so many articles in silver-using coun- 
tries have not risen in price or have even fallen. 

(L) That even if it be assumed that retail prices have 
not fallen as much as wholesale prices, and that gold is 
more used in retail than in wholesale dealings, it does not 
follow that a scarcity of gold would not affect wholesale 
prices sooner than retail prices, and that whatever the 
cause may be which is lowering prices, it always affects 
wholesale sooner, and more largely, than retail prices. 

(m.) That no doubt the qualities and descriptions of 
articles may vary from period to period, but that those 
who prepared the index numbers have tried as far as pos- 
sible to ensure that the price taken should always be for 
an article of the same quality, that there would be a 
tendency for errors arising from variations of this charac- 
ter to cancel each other in the general average, and that, 
as on the whole the quality of articles tends to improve, 
this cause probably leads to the fall in prices being under- 
stated, rather than overstated. 

(n.) That the figures given in § 35 show that there has 
been a largely increased demand for gold in the United 
States, while that is the only article of which the produc- 
tion in the United States has actually fallen off, and that 
if there had been an increase in the supply of gold suffi- 
cient to meet that new demand, and the new demand for 
Germany and the Scandinavian Kingdoms, prices in other 
countries would probably be very different from what 
they now are. 

(o.) That there is ordinarily some correspondence in 
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intensity and duration between periods of inflation and 
depression, which appears to be absent in the present 
case. 

III. Causes affecting both Metals. 

63. We have now stated the principal arguments which 
refer the divergence in the values of gold and silver to 
causes affecting one or other of those two metals. 

It remains to point out those which ascribe the change 
in question to a combination of causes affecting both 
metals. 

They may be divided into two classes : — 

(i.) Those which ascribe the change to the operation 
of the ordinary laws regulating the supply of and 
the demand for the two metals. 

(ii.) Those which lay stress on the operation of the 
bimetallic system in the Latin Union down to 1874, 
and which ascribe the change which has since taken 
place to the destruction of the relation theretofore 
subsisting between the two metals. 

64. The former class of arguments has been sufficiently 
explained in the earlier portion of our Report, and at this 
point we need not do more than point out the cumulative 
effect of combining the arguments in §§ 12-17, which relate 
to the supply of and the demand for silver, with those in 
§§ 31-42, which deal with the supply of and the demand 
for gold. 

The facts set out with regard to the increased supply 
of and diminished demand for silver, coupled with the 
decreased supply of and increased demand for gold are, 
it is contended, sufficient to account for the facts of the 
present situation. 

65. On the other hand it is urged that changes quite as 
great in the relative supply and consumption of the 
precious metals have taken place in former periods with- 
out producing any of the results now observed; and that 
a wholly new element has been brought into prominence 
since 1873 in the destruction of the connecting link be- 
tween the gold and the silver standard. 
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Up to that date, it is alleged, there were always one or 
more countries in which the two metals were linked to- 
gether as the standard of value, and in which payments 
could he made at the option of the payer in either metal 
at a fixed ratio. The independent use of gold and silver as 
standards of value is consequently an entirely new experi- 
ment. 

The effect of the existence of this link was, as pointed 
out in § 18, that the market ratio was controlled and regu- 
lated by the legal ratio ; and the relative value of the two 
metals remained steady, notwithstanding variations in the 
relative production more marked than those which have 
taken place since 1873. So long as the two metals were 
by law legal tender to any amount at a fixed ratio the 
price of silver measured in gold could not and did not 
vary materially from that ratio. 

From the moment however that the free coinage of sil- 
ver was suspended this action of the bimetallic system 
ceased to have its effect, and the relative value of the two 
metals was left to be settled by the independent action of 
supply and demand. 

Those who maintain this view therefore ascribe the di- 
vergence in the relative value of the two metals primarily 
to the repeal of the legislation which up to 1873 confined 
the divergence within the very narrow limits shown in 
§ 8 . 

66. It is further urged that the conditions of the supply 
and demand of the precious metals since 1873 do not sup- 
port the theory that the change in their relative value is 
due solely to depreciation of silver. 

There has been in recent years a great absorption of 
both gold and silver by the United States, and the figures 
given in § 36 show that the supply of new gold to countries 
outside the United States has fallen oif in recent years by 
15,000,000L sterling as compared with the annual supply 
in 1866-70; while the figures in § 27 (c.) show that the 
supply of silver to the same countries has only increased 
by 4,500,000?. yearly, if silver be valued at the old ratio 
of 1 to 15%, and by considerably less if silver be valued 


Facts relat- 
ing to supply 
of and 
demand for 
precious 
metals do not 
point to 
depreciation 
of silver. 



66 


KOTAL COMMISSION ON GOLD AND SHVIIB; 


Effects of 
the diver- 
gence in the 
value of gold 
and silver. 


at its market price, and that the supply of silver to these 
countries is very little greater than in 1871-75. As regards 
the question of the demand for silver in those countries 
it is pointed out that wherever silver was demonetised 
gold was substituted, and that so far the increased de- 
mand for the one metal equalled the reduced demand for 
the other. 

67. It is further pointed out that silver is still the stand- 
ard of the greater portion of the human race, but that 
there has been no such increase in the supply of silver 
to silver-standard countries as would be sufficient to raise 
prices by the extent to which gold and silver have altered 
in relative value ; that no marked tendency to an unusual 
rise in wages in the silver-standard countries can be dis- 
covered, nor any such change in silver prices in compari- 
son with cost of production as to justify the belief that 
they have risen from causes primarily affecting the stand- 
ard; that the theory that gold prices have fallen (say) 28 
per cent, from cheaper production of commodities, or from 
100 to 72, and that the increased supply of silver has coun- 
teracted this tendency in the case of silver prices cannot 
be maintained, as it involves the assumption that there 
has been such a supply of silver as to raise silver prices 
from 72 to 100, or by nearly 40 per cent., and that neither 
the statistics of the supply and of demand for silver, nor 
of prices and wages in silver-using countries, afford any 
support for so extreme an hypothesis. 

Effects of the Diveegence in the Eeiative Value 
OF THE Two Metals. 

68. We have now enumerated the principal allegations 
which have been made with regard to the causes of the 
changes in the relative value of the precious metals. 

We are next directed to inquire into the bearing of 
these changes upon certain matters of practical business 
affecting the interests of India and the United Kingdom 
respectively. 

As we have already pointed out in § 2, these changes 
have been of a twofold character : there have been -fluctua- 
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tions in the relative value of the two metals, and there has 
been a fall in the gold price of silver; and as the eiffects 
of these two kinds of change are in some respects distinct 
it will be convenient to consider them separately. 

I. Effects of Fluctuations. 

69. The main importance of the fluctuations consists Difficulties 
in their effect upon the exchanges between countries using 

a gold, and countries using a silver standard. A transac- fluctuations, 
tion between two countries in which the same metal is 
actually in use as standard is of course arranged without 
difficulty in terms of that standard, the value of which 
can only vary between the two countries by an amount 
not exceeding the expense involved in transporting the 
metal from one country to the other and coining it there. 

But in the case of a transaction between two countries 
having different standards, the matter becomes more 
complicated. 

There is no common measure of value ; the metal com- 
posing the standard in one country is little more than 
merchandise in the other ; and many of the advantages of 
money as a means of facilitating trade are thus curtailed. 

70. This inconvenience is reduced to a minimum or dis- 
appears altogether if the value of the two metals is com- 
paratively stable ; but it is urged that if to the difference 
in standard is added the uncertainty of variations in the 
relative value of the two metals, a serious impediment to Q.2237; 
trade is established. Every transaction is subject to the 

risk of an alteration in the value of the metal in which 3043 - ' 
payment is to be taken or made. The trader must either 4 i 2 i~ 2 . 
run this risk himself or take steps to insure himself 
against it ; and either alternative involves a certain burden 
at some time or other. 

Trade, it is said, is thus rendered not only less profit- 
able, but more speculative, and more irregular; it is 
diverted from its natural channels ; and its volume is influ- 
enced by the rise or fall in the value of the precious 
metals. 

71. So far as the actual risk arising from fluctuations 
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is concerned, it is said that the mechanism supplied by 
the Exchange Banks enables the merchant in general to 
insure himself against actual loss. 

Before he makes his bargain in produce, or simultane- 
ously with it, he can, as a rule, arrange with a bank to 
buy or sell the necessary remittance. 

This accommodation must however be paid for, and 
constitutes to that extent a real burden upon, and hin- 
drance to, trade. 

It is said, moreover, to fall with greater severity upon 
small traders, who are less able to protect themselves 
from risk, and who are more hampered by the loss when 
it does occur, than those whose transactions are more ex- 
tensive. Competition is thus limited, and the trade tends 
more and more to become the monopoly of the large cap- 
italists. 

It is stated also that there have been times when, owing 
to great uncertainty, this accommodation has either been 
withdrawn altogether by the banks refusing to enter into 
future contracts on any terms, or so restricted as, in either 
case, to bring business to a standstill for the moment. 

72. The trade with China and Japan is said to be even 
more prejudicially affected by exchange difficulties than 
that with India. The natural flow of trade between Europe 
and India is such as to render the above method of avoid- 
ing risk more readily available in the case of that trade 
than in the case of trade with other silver-using countries. 
The large amount of the Indian Council bills, and the 
advantage of having this alternative mode of remittance, 
also enable the merchant to secure better terms. But the 
exchange with other countries in the East is subject to 
somewhat greater fluctuations by reason of the less uni- 
form currents of trade; while owing to the less severe 
competition among themselves, the dealers in exchange 
are able to exact higher rates ; the difficulties of obtaining 
accommodation and the rate paid for it are consequently 
increased. The same remark applies to the silver-using 
countries in South America. 

Again, breaches of contract by any of the parties to a 



FINAL RBPOBT. — ^PAET I. 


69 


transaction which would, under other circumstances, in- 
volve little or no inconvenience to those concerned, become 
of real importance when the loss or inconvenience is ag- 
gravated by exchange difficulties. When the exchange is 
subject to fluctuation from day to day, the failure of a few 
hours in carrying out a bargain may, by enabling a pur- 
chaser to repudiate a contract or claim compensation for 
non-fulfilment, convert an anticipated gain into a loss, and 
a new element of speculation and uncertainty is thus in- 
troduced which is unknown in trade between two coun- 
tries using the same standard. Against losses of this class 
no method of insurance is practicable. 

73. On the other hand it is contended that the evils 
above described have been much exaggerated, and that the 
real burden on trade caused by the difficulties in question 
is insignificant. 

It is pointed out that in all transactions, whether be- 
tween countries having the same or different standards, 
the rate of exchange is one of the elements which the 
merchant must necessarily take into consideration; that 
similar difficulties arise in trade with countries having 
an inconvertible paper currency, where the fluctuations 
must generally be as great as, or greater than, in the case 
of silver; that though the difficulties in the case of trade 
with silver-using countries may be greater in degree than 
those involved in trade with gold-using countries, they 
are the same in kind; and that the insurance provided 
by banking arrangements practically reduces the incon- 
venience to a minimum. 

74. To the argument that, however much the risk may 
be diminished by such arrangements, it must still be borne 
by somebody, and must consequently be paid for by some- 
body, it is replied that, taking the whole mass of transac- 
tions between any two countries there is no real risk to 
be guarded against, the losses on some transactions being 
balanced by the gain on others. 

If a particular fluctuation in the exchange involves a 
loss on an export transaction from this country to the 


Q. 2264. 
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East, it mast simultaneously give rise to a corresponding 
gain on an export transaction in the opposite direction. 
To the merchant engaged in both the export and import 
trade any loss will therefore be balanced by a gain ; while 
as regards others, it is the business of dealers in exchange 
to balance these losses and gains, and their charges for 
their services will, by competition among themselves, be 
reduced to the lowest possible rate, the burden of which 
will practically be inappreciable. 

Another method of avoiding any loss which might arise 
from uncertainty of exchange is to make simultaneous 
bargains in respect of all the elements necessary to com- 
plete a transaction. This can now be readily done by 
means of the telegraph. A merchant buys produce in India 
and sells it in Europe almost at the same moment, fixing 
at the same time the rate of exchange, and the charge for 
freight. The whole transaction is therefore based on a 
rate of exchange as iSxed as if there were no difference 
of standard to be considered. 

75. Besides hampering or preventing trade between 
gold-using and silver-using countries, the uncertainties of 
exchange have, it is said, tended to encourage the trade 
between silver-using countries themselves, to the exclu- 
sion of gold-using countries. In a transaction between two 
countries using the same metal as standard, the element 
of uncertainty arising from the use of two metals, with 
the consequent fluctuations in their relative value, is 
eliminated. Trade between two such countries can be car- 
ried on with less risk and less inconvenience than between 
two countries using different standards, as in the latter 
case the uncertainty enters into every transaction, and 
adds to the expense of the machinery by which trade is 
carried on. 

The tendency of silver-using countries under existing 
conditions will consequently be to trade with other silver- 
using countries. 

76. In support of this view attention is called to the in- 
crease in the number of cotton mills in India, and in the 
export from that country of cotton yarn and piece goods. 
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which are sent almost exclusively to silver-using coun- 
tries. 

The following table shows the number of cotton mills, 
spindles, and looms in India, together with the quantity 
of the cotton yarns and piece goods exported since 
1876-77:— 


Number of Exports of 


Year. 

Mills. 

Spindles. 

Looms. 

Cotton 

Yarn. 

Cotton Piece 
Goods. 





Thousands 
of Lbs. 

Thousands 
of Yards. 

1876-7 

. 47 

1,100,112 

9,139 

7,927 

15,544 

1877-8 

. 53 

1,289,706 

10,533 

15,600 

37,545 

1878-9 

. 58 

1,436,464 

12,983 

21,332 

22,517 

1879-80 

. 58 

1,470,830 

13,307 

25,862 

25,800 

1880-1 

. 58 

1,471,730 

13,283 

26,901 

30,424 

1881-2 

. 62 

1,550,944 

14,386 

30,786 

29,911 

1882-3 

. 62 

1,654,108 

15,116 

45,378 

41,583 

1883-4 

. 74 

1,895,284 

16,251 

49,876 

55,613 

1884-5 

. 81 

2,037,055 

16,455 

65,897 

47,968 

1885-6 

. 86 

2,110,847 

16,455 

78,241 

51,577 

1886-7 

. 94 

2,261,561 

17,455 

91,804 

53,405 

Increase per cent 1 






between 1876- 
77 and 1886-87 J 

100 

105 

91 

1,058 

243 


77. On the other hand, it is pointed out that the exports 
of similar goods from the United Kingdom to silver-using 
countries in the East have not increased in anything like 
the same proportion; and it is suggested that some por- 
tion of the trade has been diverted from the United King- 
dom to India. 

The following table shows the exports of cotton yarn 
and piece goods from the United Kingdom to China, Hong 
Kong, and Japan from 1877 to 1887 : — 

Quantities of Cotton Yarn and Piece Goods exported 
from the United Kingdom to China, Hong Kong, 
and Japan. 


Year. 


Cotton Yarn. Cotton Piece Goods. 

Thousands of Lbs. Thousands of Yards. 


Q. 2301-4; 
2319-22 ; 
8006-35. 


Exports from 
United 
Kingdom 
have not 
increased to 
same extent. 


1877 

1878 


33,Q86 

36,467 


394,489 

382,330 
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Due to 
causes inde- 
pendent of 
exchange. 


Q. 8220-38. 


Q. 8220. 


1879 38,951 623,921 

1880 46,426 609,099 

1881 47,479 587,177 

1882 34,370 454,948 

1883 33,499 415,956 

1884 38,856 439,937 

1885 33,061 569,339 

1886 26,924 490,451 

1887 35,354 618,146 


78. In teply to these arguments it is contended that the 
growth of the Indian export trade in cotton yarns and 
goods is due to causes wholly independent of exchange 
difficulties; and was anticipated before those difficulties 
had existed in their present form. 

The natural advantages of the country for the manu- 
facture of certain kinds of cotton goods must, it is urged, 
have resulted sooner or later in a considerable develop- 
ment of her trade in this article. 

When trading with neighboring countries in the East, 
the Indian manufacturer has advantages, as compared 
with his European competitors, in the cost of transport 
of the raw material, the cost of labour, and the cost of 
transporting the finished article to market. 

As an illustration of the advantages which accrue to 
an industry established in close proximity to the place 
where its raw material is produced and where the finished 
product is sold, the following figures are quoted, showing 
the recent growth of the cotton industry in the Southern 
States of the American Union : — 


Year 

Southern States. 

India. 

Spindles. 

Looms. 

Spindles. 

Looms. 

1879-80 

1886-87 

559,320 

1,213,346 

12,329 

27,963 

1,461,690 

2,421,290 

13,502 

18,536 

Increase per) 
Cent. 3 

117 

127 

65-6 

37*3 


In the following table the consumption of raw cotton 
in the Southern States, the Northern States, and in India 
is contrasted. 
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Cotton delivered to mills in — 



1880-1. 

1886-7. 

Increase per Cent. 



Bales. 

Bales. 


The Southern States 

205,000 

398,000 

94 

India 

379,000 

726,000 

91 

The Northern States 

1,710,000 

1,727,000 

1 


79. The view above given of the relative advantages of 
England and India is, however, disputed; and estimates 
have been laid before ns which tend to show that the In- 
dian mannfacturer, if unassisted by exchange considera- 
tions, would be unable to compete with the English manu- 
facturer successfully in any market. 

The technical character of the questions involved in 
these calculations makes it very difficult to pronounce an 
opinion on the subject; but we understand that a commit- 
tee of the Manchester Chamber of Commerce has been 
carefully considering the question, and that their conclu- 
sions, which on such a point will have a special value, will 
shortly be made public. 

80. It is further pointed out that the alleged growth in 
the Indian trade with silver-using countries is true only 
with regard to the two items of cotton yarn and goods. 

If the total trade of India with gold-using and silver- 
using countries respectively is examined there does not 
appear to be any confirmation of the view that trade with 
European countries is subject to any special disadvan- 
tage. 

The following table shows the value of Indian exports 
of merchandise (1) to gold-using countries, and (2) to 
silver-using countries since 1872-73 : — 


Years. 


Exports to Gold-using Exports to Silver-using 
Countries. Countries. 


1872- 73 

1873- 74 

1874- 75 

1875- 76 

1876- 77 


Millions Bx. 

35.456.000 

35.786.000 

36.314.000 

37.983.000 

39.186.000 


Millions Bx. 

19.780.000 

19.175.000 

19.998.000 

20.062.000 

21,775,000 


Q. 8013-35. 


Theory 
unsupported 
by statistics 
of the total 
trade of 
India; 
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Trade of 

United 

Kingdom 

with silver- 

using 

countries 

generally. 


1877-78 

42,363,000 

22,823,000 

1878-79 

36,082,000 

24,811,000 

1879-80 

40,972,000 

26,201,000 

1880-81 

47,980,000 

26,551,000 

1881-82 

56,395,000 

25,507,000 

1882-83 

58,191,000 

25,210,000 

1883-84 

63,274,000 

24,847,000 

1884r-85 

58,339,000 

24,862,000 

1885-86 

58,539,000 

25,289,000 

1886-87 

60,698,000 

27,731,000 


Comparing the average of the first and last quinquen- 
nial period in each case, it will be found that the exports 
to gold-using countries increased by 62 per cent., and 
those to silver-using countries by 27 per cent. 

81. Nor again does the trade between the United King- 
dom and India appear to have been much affected in this 
way. 

Our trade with India has increased both absolutely and 
relatively to that with other countries, as will be seen 
from the following figures placed before the Commission 
by Mr. Waterfield. 


Years. 

Figures representing the Total Trade 
between India and United 
Kingdom. 

Percentage of Trade 
with India to the 
- whole Trade of the 
United Kingdom. 

Imports into 
India. 

Exports from 
India. 

1874-75 

100 

100 

8-5 

1875-76 

96 

101 

8*5 

1876-77 

110 

105 

8-5 

1877-78 

132 

no 

8-9 

1878-79 

93 

101 

8.5 

1879-80 

108 

99 

7*8 

1880-81 

132 

111 

8*9 

1881-82 

127 

125 

9-2 

1882-83 

135 

127 

9-8 

1883-84 

145 

132 

9.9 

1884-85 

147 

121 

9.7 

1885-86 

146 

124 

9.8 

1886-87 

154 

125 

10.5 


82. It is further pointed out that if the trade of the 
United Kingdom with the principal silver-using countries 
since 1873 is compared with the total trade with all coun- 
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tries, the increase will be found to be proportionately 
greater in the former case than in the latter, as will be 
seen from the following table : 


Trade with Principal 
Silver-using Countries, 

Total Trade of the viz., India, China, Japan, 
United Kingdom. Ceylon, Straits Settle- 
ments, Mauritius, Mexico, 
Central America. 


Millions £ Millions £ 

1873 682 93 

1874 668 94 

1875 656 98 

1876 632 94 

1877 647 102 


Average 657 96 


1878 614 90 

1879 612 85 

1880 698 104 

1881 694 104 

1882 720 109 


Average 667 98 

Compared with previous period .. per cent. -f-2*l per cent. 


1883 732 110 

1884 686 104 

1885 642 99 

1886 619 98 

1887 643 99 


Average 664 102 

Compared with previous period . . — 0*45 per cent. per cent. 


83. On the other hand, it is contended that the growth 
of trade between India and the gold-using countries has 
been stimulated by causes which have not affected in an 
equal degree the trade between India and the silver-using 
countries, such as the opening of the Suez Canal ; and that 
the proportion of the total trade of England which is car- 
ried on with India might be expected to increase more 
rapidly than the trade with other countries which impose 
heavy import or export duties. 
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It is further pointed out that if, from the total Indian 
exports to silver-using countries, we exclude opium, 
which is subject to special conditions, it will be seen that 
the exports from India to silver-using countries have in- 
creased as rapidly as the exports to gold-using countries. 

Expoets from India to Silveb-tjsing Coxtntbibs 
(Opium excluded). 


Official Year. 


Ex. 


1872- 73 

1873- 74 
1874r-75 

1875- 76 

1876- 77 

1877- 78 

1878- 79 

1879- 80 

1880- 81 
1881-82 

1882- 83 

1883- 84 

1884- 85 

1885- 86 

1886- 87 


8.362.000 

7.844.000 

8.064.000 

8.922.000 

9.385.000 

10.451.000 

11.818.000 

11.877.000 

12.956.000 

13.075.000 

13.729.000 

13.553.000 

13.979.000 

14.554.000 

16.653.000 


Discourage- 
ment to 
investment 
of capital 
in silver- 
using 
countries. 


q. 2878-85; 
3164; 5847; 
5954. 


84. It is also stated that the uncertainties caused by fluc- 
tuations in exchange tend to discourage the investment of 
capital in silver-using countries, and that the latter conse- 
quently sutler through the want of proper development. 
Such countries are in themselves usually poor; and the 
capital required for their development must generally be 
attracted from gold-using countries; but the capitalists 
in the latter countries are deterred from investing in 
securities the interest on which is payable in silver, owing 
to the uncertainty as to the return which they will receive. 

The flow of capital is therefore diverted from its nat- 
ural channels, and its most profitable employment; and 
the development of the regions where it is urgently re- 
quired is impeded. 

85. On the other hand, it is pointed out that the increas- 
ing competition of the Indian cotton mills, to which 
reference was made in § 76, would appear to show that 
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capital was forthcoming when any good opening pre- 
sented itself; that the uncertainties of exchange affect 
only the capital which bears a fixed rate of interest pay- 
able in silver; and that some compensation is afforded 
by the increased stimulus given to industrial enterprise 
and the consequent demand for capital in the silver-using 
countries themselves, owing to the fall in exchange. 

It has also been stated in evidence that the English Q. 5096 . 
banks keep as small an amount of their capital as possible 
in India, and thereby diminish their power of giving ac- 
commodation. 

86. There is further an increasing tendency in the case Curtailment 
of silver-using countries to do business on a cash basis, of credit, 
owing to the inconvenience of having transactions open 

for long periods. This curtails credit and diminishes the 
trade of the countries concerned. 

II. Effects of the Fall in the Gold Price of Silver. 

87. Turning next to the effects of the fall in the gold Fail of gold 
price of silver, we find that one of the effects most promi- 

nently put forward is the general fall of gold prices 
alluded to in § 46. 

This fall of gold prices is connected by two distinct 
lines of argument with the divergence in the relative 
value of the precious metals, and the monetary changes 
to which that divergence is attributed. 

It is said that — 

(a.) The fall in the gold price of silver has had a direct 
effect in lowering other gold prices. 

(b.) The greater demand for gold and the increased 
work thrown upon it in the monetary systems of the world 
have caused a general contraction of the currency in gold- 
using countries, which has increased its purchasing power, 
or, in other words, caused a fall of prices. 

Greater importance is attached by some to the opera- 
tion of the former cause than of the latter. 

The arguments urged in relation to it have already 
been alluded to in § 61 (c.) ; but it will be desirable to state 
them rather more fully at this point. 
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88. The ratio between the level of gold prices and the 
level of silver prices must, it is said, ultimately conform to 
the ratio between the value of gold and the value of silver, 
if any change in the ratio has occurred owing to causes 
affecting primarily one or both metals. In other words, 
gold and silver prices will vary about as much as the 
value of gold and silver. 

If there is any change in the relative value of gold and 
silver, which is not itself merely a consequence of a prior 
disturbance in the general levels of gold and silver prices, 
that change will show itself sooner or later in the gold 
and silver prices of commodities respectively. 

In the present instance there has been a fall in the gold 
price of silver, due to one or more of the causes set forth 
in the earlier part of this Beport ; the necessary adjust- 
ment in the levels of gold and silver prices will therefore 
follow, and will be effected either by increased exports of 
goods from silver-using countries to gold-using countries, 
causing a fall of gold prices, or by increased exports of 
silver to silver-using countries, causing a rise of silver 
prices. 

It is also pointed out that to produce the fall of gold 
prices here indicated, it is not necessary that the goods 
should be actually exported from the silver-using coun- 
tries. A depressing effect of the same kind would be 
caused by the mere knowledge of the fact that a large 
supply of goods would come upon the market if any symp- 
tom of a rise in the gold price manifested itself. 

89. One theory which was generally accepted, when at- 
tention was first directed to the divergence in the value 
of the two currencies, was that the adjustment would be 
carried out by the exportation of silver to the East until 
its value in the West and prices in the East were so af- 
fected as to make this operation no longer profitable. 

It is now suggested that instead of a rise in silver prices, 
or a recovery in the gold price of silver, the fall in the 
value of silver has produced a corresponding fall in gold 
prices, the level of prices in the East remaining unaltered. 

Silver prices are, it is said, less subject to alteration, 
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through causes affecting the currency, than gold prices. 
The immense volume of silver in eastern countries, the 
conservative habits of the people, the absence of banking 
facilities and other commercial conveniences, all contrib- 
ute to this result. 

The adjustment, therefore, takes the line of least re- 
sistance and results in a fall of gold prices in western 
markets in conformity with the alteration in the gold price 
of silver. 

In India the cost of labour, the land revenue, and other 
similar charges have remained the same. The Indian pro- 
ducer therefore, so long as he can get the same silver 
price for his produce as before, remains in as favourable 
a position, and he is forced by competition to accept the 
same silver price as before the gold price of silver fell; 
but the same quantity of silver can, after the fall, be ob- 
tained for a less quantity of gold. The maintenance of the 
silver price is therefore equivalent to a lowering of the 
gold price. Consequently a fall is established in the gold 
price of all commodities exported from silver-using coun- 
tries to gold-using countries. 

On the other hand, as the Indian producer only obtains 
the same silver price as before, or a lower gold price, he 
cannot give more silver for European produce than be- 
fore. The European producer must therefore, in order to 
find a market for his produce, accept the same silver price 
or a lower gold price. Hence arises a fall in the price of 
all the produce exported from gold-using to silver-using 
countries ; and the altered relation of silver to gold thus 
affects directly the gold prices of all articles comprised in 
the trade between those countries. 

90. It also affects indirectly the gold prices of articles 
exchanged between, or consumed in, the gold-using coun- 
tries themselves. So far as these articles are the same, 
or serve the same purpose, as those which are directly 
affected, their prices are necessarily forced down by com- 
petition; the remainder, or a considerable proportion of 
them, are affected by the diminution in the cost of pro- 
duction generally, arising from the fall in the prices of 
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the other artides, many of which are staple commodities 
or necessaries of life having a direct bearing upon the 
cost of production. 

91. It is also argued generally that the relative prices 
of commodities must be adjusted so as to maintain (other 
things remaining the same) the same relative values, and 
thus that an established fall, through varying causes, of 
the prices of any important groups of commodities will be 
transmitted through other groups by industrial competi- 
tion. A fall, for example, in the price of agricultural 
produce will (methods of production, &c. remaining the 
same) give a less money income to landlords, farmers, 
labourers, and all depending on land, and they will not 
be able to pay so much for other things, whilst at the same 
time labour and capital will tend to flow into other indus- 
tries so long as prices in those industries remain relatively 
high, and thus in both ways those prices will tend to fall. 

It would have been impossible for a fall in proportion 
to the gold price of silver to have been established in the 
case of all the great staples of trade between gold and 
silver using countries without indirectly affecting other 
commodities. 

92. In reply to these arguments it is contended — 

(a.) That the level of prices in gold-using countries can 
only be affected by changes in the relation between the 
volume of the currency in those countries and the work 
which it has to do ; and not by a change in the value of 
the metal forming the standard of value elsewhere. 

(&.) That a sufficient explanation of the fall of gold 
prices can be deduced from causes affecting directly the 
volume of the currency in gold-using countries, and the 
nature and extent of the business transactions in which it 
is used. 

(c.) That the assumption of greater stability in Indian 
than in European prices is unwarranted. Such statistics 
as are available show that there has been as much varia- 
tion in Indian prices as in European prices, and that the 
fluctuations in the prices of the same article at the same 
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places in different years, or at different places in the same 
years, are far greater than any which can be observed in 
Europe. 

It is therefore urged that there is no foundation in such 
statistics for the theory that gold prices tend to accom- 
modate themselves to silver prices more than silver prices 
accommodate themselves to gold prices. 

(d.) That the gold price of silver is constrained to 
move in accordance with the ratio between the level of 
gold prices and the level of silver prices, and that an 
increased supply of silver in gold-using countries would 
result in a flow of silver to silver-using countries until the 
equilibrium had been restored. 

(e.) That again there has been no decrease in the ex- 
port of goods from gold-using to silver-using countries 
such as would be caused, other things being equal, by such 
a divergence, but rather the reverse. 

(/.) That the volume of the currency and the methods 
of using it remaining unchanged, a fall in the prices of 
goods that enter into Oriental trade would be more likely 
to raise than to lower the prices of goods that are not 
connected with it, because it would leave more money free 
to do business in them. For instance, during the period in 
which wheat was the chief element in the expenditure of 
the working classes, it was notorious that a fall in the 
price of bread led to an increased money demand for other 
commodities and a rise in their price. 

{g.) That so far as statistics of trade go, they are in- 
consistent with the arguments which trace the fall in gold 
prices to the fall in the gold price of silver, and to the 
effect of silver prices on gold prices. The immediate effect 
of any such change would be to reduce the gold prices of 
articles exported to silver-using countries, and conse- 
quently the exports to those countries, and to stimulate 
the exports to gold-using countries. But no such effect can 
be traced in the trade returns. On the contrary the ex- 
ports from the United Kingdom to silver-using countries 
have increased more rapidly than the exports to other 
countries. 
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93. The allegation of a general fall of gold prices has 
already been referred to in § 46, where it was adduced 
as corroborative evidence in support of the view that 
gold had become scarcer; but it is necessary to recur to 
the subject at this point in order to examine the bearing 
which the general fall of prices, assuming it to be proved, 
may have had upon the several interests which we are 
directed to consider. 

It must, however, be observed that this question only 
enters within the scope of our inquiry if, and so far as, 
the fall of prices is due to causes directly connected with 
the precious metals. 

In considering, therefore, the effects of a fall in the 
general level of prices, we shall, for the purpose of the 
present argument, assume the soundness of the reasons 
connecting it with circumstances affecting the precious 
metals and their relation to one another, which were ad- 
duced in the earlier portion of our Eeport. 

94. Those who lay stress on the evil effects arising from 
a fall of prices urge — 

(a.) That an appreciating standard of value cannot 
properly perform its most important functions. 

The metal which serves as the standard has to act as ; 
(i.) a medium of exchange; (ii.) a measure of value; (hi.) 
a means of storing value; and (iv.) a standard for de- 
ferred payments or contracts extending over a long 
period. 

In the two first of these cases variations are of less im- 
portance. The ordinary transactions of commerce are 
seldom open for more than a few months at a time ; allow- 
ance can therefore be easily made for a change in the 
value of the currency in which these transactions are ex- 
pressed, and such a change can seldom be sufficiently 
marked or sufficiently sudden to cause any substantial 
loss or gain to either party. The second use of the stand- 
ard is important, mainly on account of its connexion with 
statistical and other similar inquiries. But in the third, 
and to a still greater extent in the fourth, case, the incon- 
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venience of such changes in the standard of value is espe- 
cially great, and material inconvenience and hardship is 
caused by any alteration. 

(fc.) That in respect of these two cases an appreciating 
standard causes more inconvenience and hardship than a 
depreciating standard, because it imposes a greater bur- 
den upon the debtor class ; and it is asserted that borrow- 
ers are those on whose enterprise the industrial interests 
of the country principally depend. 

((7.) That an appreciation of the standard creates un- 
certainty as to the profit to be made from commercial 
transactions, checks enterprise, and therefore impairs the 
productive capacity of the world. 

The depression caused by falling prices is due partly 
to material and partly to sentimental causes. 

Falling prices will, if other things remain the same, 
involve a reduction of profits and a consequent indisposi- 
tion to continue producing; but this reduction is to a 
certain extent only apparent. In so far as the profits, 
though smaller, have the same purchasing power as be- 
fore, the person who receives them is, no doubt, in the 
same relative position as before ; but he is more impressed 
with the decrease in their nominal amount than with the 
maintenance of their purchasing power. The depressing 
effect thus produced by falling prices tends to curtail 
business and discourage enterprise. Further, so far as his 
production is carried on with borrowed capital, for which 
he has to pay a fixed rate of interest, or is subject to any 
permanent charge from which he cannot at once free him- 
self, he sustains a real loss, because his outgoings remain 
nominally the same, but are really more onerous, while 
his returns are diminished owing to the fall in the selling 
price of his produce. 

Moreover, it is found that wages, which must neces- 
sarily form a large proportion of the total cost of produc- 
tion, fall less rapidly than prices. 

For all these reasons the necessary adjustment in the 
cost of production, which, to maintain real profits at their 
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normal rate, should be going on pari passu with the fall of 
prices, is always deferred, and is frequently deferred to 
a point at which production ceases to be remunerative. 

95. In reply to these arguments it is said — 

(a.) That, if the question lies between rising and fall- 
ing prices, the latter are the lesser evil, since they tend to 
a more equal distribution of wealth and benefit the con- 
sumer as such, and more particularly the wage-earning 
classes, whose real wages, on the hypothesis above men- 
tioned, are increased. 

(&.) That when prices are falling, trade is carried on 
with greater circumspection and maintained in closer cor- 
respondence with the real wants of the community than 
in times of great inflation and excitement. In illustration 
of this it is pointed out that the great commercial crises 
and disturbances of trade rarely occur in times of so- 
called depression, but are usually the result of the great 
stimulus to production and speculation caused by a gen- 
eral rise of prices. 

(c.) That times of falling prices are usually more fer- 
tile in inventions and other means of diminishing the cost 
of production, or economising the use of capital ; and that 
the stimulus to improvement so created results in a ma- 
terial benefit to the community, thus affording compensa- 
tion for any diminution in production caused by loss of 
profits. 

(d,) That the transfer of value from one class of the 
community to another cannot be a national loss ; and that, 
as regards the country at large, a clear gain can be shown, 
owing to the large investments of British capital made in 
foreign countries at a time when prices were high. With 
every fall of prices the real return on this capital in- 
creases and the country gains. 

(e.) That a fall in profits is to some extent compensated 
by a fall in the rate of interest on borrowed capital re- 
quired for production; and that this compensation ex- 
tends to all except the few producers who are unable to 
take immediate advantage of this element in their favour. 



FINAL BEPOBT. — ^PABT I. 


85 


96. To the foregoing arguments the following rejoinder 
is made : — 

(a.) That as regards labour, the apparent advantage of 
higher real wages is (i.) only temporary, as it will dis- 
appear whenever the final adjustment is made, and will 
he converted into a loss whenever the movement of prices 
turns in the opposite direction ; (ii.) more than neutralised 
by the uncertainty and irregularity of employment which 
is inseparable from depression of trade, and which fre- 
quently results in an actual and serious loss of real wages. 

(b.) That a fall in prices benefits the capitalists who 
have lent money for fixed periods at a fixed rate of in- 
terest, and in such cases a smaller share of the product of 
labour is left to be divided between the producer and the 
wage-earning classes. It is difficult to suppose that the 
latter can for any length of time receive larger real wages 
out of the smaller share of the gross product of labour 
which is divisible between themselves and the producer. 

((?.) That the methods of economising labour which, as 
stated above, are more readily devised in times of depres- 
sion, cannot but produce temporary inconvenience and 
hardship among the labouring classes owing to the diffi- 
culty which they find in accommodating themselves to the 
altered conditions of industry. 

(d.) That if times of falling prices are more fertile in 
inventions and other means of diminishing the cost of 
production, this can only arise from the hardship caused 
by the fall in prices compelling producers to put forth 
greater exertions, and does not difiFer in nature from what 
would be produced by the imposition of any additional 
burden, such as increased taxation, on the same class. 

(e.) That the friction in the labour market produced by 
constant attempts to lower wages in correspondence with 
a fall in prices engenders much discontent and social dis- 
turbance. 

(/.) That the labouring classes are rarely able to ob- 
tain the full benefit of a fall in prices, such as would com- 
pensate them for the disadvantages mentioned above. 
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much of it being intercepted by other classes before it 
reaches them. 

{g,) That if a check to production from a fall in prices 
be admitted, the actual wealth of the world must neces- 
sarily be diminished, and that no redistribution of what 
remains can alter this fact. 

{h.) That an active trade with a high rate of interest, 
even if accompanied by occasional crises, is preferable to 
the depression which results from falling prices. 

{h,) That a loss caused by the transfer of value from 
one class of the community to another may be a national 
loss, and that the alleged gain to the country at large 
from investments of capital in foreign countries at a time 
when prices were high has been greatly exaggerated. It 
has sometimes been assumed that this gain is realised on 
all the payments made by foreign nations to this country 
which are not made directly in exchange for commodities ; 
but this is not the case. For example, there is no such gain 
on the payments to this country on account of freights 
earned by British ships, nor on account of investments of 
capital abroad in industrial enterprise ; payments on ac- 
count of such investments may even be reduced by the fall 
in prices affecting profits. The only gain is in connexion 
with loans made in gold at fixed rates of interest, and the 
total gain from this class of investments should be re- 
duced by the loss on similar investments made in silver 
or other currency which has depreciated in comparison 
with gold. A large portion of this gain is made at the ex- 
pense of British Colonies and dependencies such as India, 
and does not accrue to the country at large, but to a very 
limited class. 

97. In § 88 we have dealt with one effect of the fall in 
the gold value of silver upon the international trade be- 
tween gold and silver using countries, and with the proc- 
ess by which the adjustment between the levels of prices in 
those countries respectively is carried out. 

It would appear to be admitted by almost all witnesses, 
that when the adjustment has been completely carried out, 
the conditions of international trade will be precisely the 
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same as before the divergence between the values of the 
two currencies occurred. 

When the exchange between the two countries has 
reached a stable point, and the level of prices in each has 
accommodated itself to the altered state of things, no fur- 
ther disturbance of prices will occur, so long as the equi- 
librium of the exchange is preserved. 

98. In the meanwhile, however, trade, it is said by some, 
may be diverted to a considerable extent from its natural 
channels; and the process of adjustment above described 
may extend over a long period, and must necessarily con- 
tinue until the par of exchange between the two currencies 
becomes comparatively stable. 

In the present instance, the instability has continued for 
upwards of 14 years, and there is no sign of the perma- 
nent restoration of equilibrium. 

The complete adjustment of prices to the altered value 
of the currency has therefore been continually deferred, 
and this has, it is said, resulted in a stimulus to exporta- 
tion from silver-using countries, and a corresponding 
check to exportation from gold-using countries. 

99. Eeasons have already been given in support of the 
view that, as it is easier for prices to fall than to rise, the 
necessary adjustment would more probably be carried 
out by a fall of gold prices than a rise of silver prices. 

If prices in silver using countries have not risen, the 
cost of production and all other charges remain the same, 
and the producer can make the same rate of profit if he 
can get the same selling price in silver as before. The fact 
that the silver selling price is equivalent to a lower gold 
price does not affect him. 

The producer in the gold-using country, on the other 
hand, who exports produce to the silver-using country, 
receives the same amount of silver as before, but reduced 
in value when converted into gold. Unless, therefore, the 
cost of producing the commodity is reduced to the same 
extent as the gold value of the silver which he takes in 
exchange, he will sustain a real loss. 
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But it is urged that the cost of production does not ac- 
commodate itself readily, much less simultaneously, to 
the fall in the selling price. Fixed charges of all kinds 
and the wages of labour will fall but slowly ; and until the 
adjustment is complete the loss will continue. 

In the present case, it is pointed out that the process of 
adjustment has been going on since the fall in the value 
of silver first manifested itself, but that as the fall has 
been in the main continuous and shows no symptom of 
having reached its limit, the process cannot have been 
completed, and the loss is therefore for the time being 
irremediable. 

The advantage thus gained by the producer in the silver- 
using country extends, it is said, not only to those who 
produce articles exported to gold-using countries, but to 
those who produce articles for the home market in com- 
petition with producers in gold-using countries ; and simi- 
larly the disadvantage attaching to production in gold- 
using countries extends not only to those engaged in the 
export trade to silver-using countries, but to the produc- 
ers of all commodities which compete with the produce of 
silver-using countries. 

The illustration most commonly brought forward in 
support of these arguments is the export of wheat from 
India, which, it is said, competes successfully with that 
grown in England or imported from America and other 
countries. 

As silver prices remain stable, the apparent cost of pro- 
ducing wheat in India is not greater than before the fall 
in silver. No larger number of rupees are paid for rent, 
taxes, wages, or carriage; no smaller number of rupees 
are received by the producer in return ; and that return 
will enable him to satisfy all his wants to the same extent 
as before. 

If, when the gold price of wheat is 405. a quarter, the 
rupee is worth 25. in gold, the Indian producer will receive 
20 rupees for a quarter of wheat. If the gold price of wheat 
then falls 25 per cent, to 305. a quarter, and the gold value 
of the rupee falls 25 per cent, to l5. M., the Indian pro- 
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ducer will still receive 20 rupees for a quarter of wheat, 
and will pay the same amount as before in rent and wages. 

The producer in the gold-using country on the other 
hand will receive IO 5 . less on each quarter of wheat, owing 
to its price having fallen from 405. to 305. ; but the cost 
of production has not fallen to the same extent, though 
rent and wages have fallen slightly; taxation and many 
other compulsory charges have not fallen at all, and their 
burden is therefore heavier. 

Where the producer both owns and cultivates the land 
himself, and where consequently neither rent nor wages 
enter into the calculation, the disadvantage to the English 
producer is said to be even more apparent. 

The cost of production in either case remains practically 
the same ; but the ditference in the return is very great. 

The Indian producer will still receive, as has been 
shown, 20 rupees for his quarter of wheat ; and these ru- 
pees will buy as much as they bought before, because 
prices in India have remained stationary. 

The English producer receives only 305. instead of 21., 
and it cannot be contended that the purchasing power of 
305. is equal to that of the 21. which he formerly received, 
except on the hypothesis that the prices of all commodities 
here have fallen in the same proportion, which is not al- 
leged. 

No adjustment in regard to rent or wages can in this 
case restore the balance, because neither rent nor wages 
are paid ; and the difference between the purchasing power 
of the 305. which he receives at present, and the 21. which 
he formerly received, is the precise measure of the loss 
which the English grower suffers as compared with his 
Indian competitor. 

If therefore the English and the Indian producers were, 
before the fall in prices, competing on equal terms, the 
result of the fall will be to leave the Indian producer 
where he was, and to reduce the profits of the English 
producer. 

100 . These circumstances, it is said, account, to a large 
extent, for the increased export of wheat from India, 
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which appears to have synchronized with the fall in the 
value of silver, for the serious decline in the price of 
wheat, and the corresponding depression in agriculture 
in this country. 

India already exports a quantity which is quite suffi- 
cient to materially influence the market price, and the 
effects of depression are shown, it is urged, in (a) the 
diminished profits of landlord and farmer; (b) the extent 
of land which has already been thrown out of cultivation, 
and the consequent reduction in the annual produce of 
material wealth in the country; and (c) the injury sus- 
tained by the agricultural labourer, owing, in some cases, 
to the total loss of his employment, and in others to a 
considerable reduction in wages. 

The following table gives the value and quantity of 
wheat exported from India during the last 10 years, with 
the average rate of exchange. 


Years ended 
31 March. 

Quantity. 

Value. 

Average rate of 
Exchange. 


Cwts. 

Bx. 

s. 

d. 

1877 

5,587,000 

1,958,000 

1 

8-5 

1878 

6,373,000 

2,874,000 

1 

8-79 

1879 

1,057,000 

520,000 

1 

7-79 

1880 

2,202,000 

1,124,000 

1 

7-96 

1881 

7,444,000 

3,278,000 

1 

7*95 

1882 

19,901,000 

8,870,000 

1 

7-89 

1883 

14,194,000 

6,089,000 

1 

7-52 

1884 

21,001,000 

8,896,000 

1 

7-53 

1885 

15,851,000 

6,316,000 

1 

7-31 

1886 

21,069,000 

8,005,000 

1 

6-25 

1887 

22,264,000 

8,626,000 

1 

5-44 

1888 

13,538,000 

5,562,000 

1 

4*89 


101. Another illustration may, it is said, be found in 
the growth of the Indian cotton trade, both for home 
consumption and for export to the silver-using countries 
of the East. The stimulus to the Indian and the disad- 
vantage to the English manufacturer are of the same na- 
ture as has been indicated above with regard to wheat. 
If the selling price in India of Manchester goods has un- 
dergone no alteration, the Indian manufacturer is in pre- 
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cisely the same position both as to cost of production and 
profits as before; but, as in the case of the Manchester 
manufacturer the gold price of goods has fallen, and he 
has not been able to effect a similar diminution in the 
cost of production, he is in a worse position. 

The figures showing the growth of the Indian cotton 
trade are given in § 76 , and need not therefore be repro- 
duced here. 

102 . On the other hand it is contended — Replies 

(a.) That international trade is in substance only bar- 
ter, an exchange of commodities for commodities, and that q. 9735-51 
the conditions of such a trade cannot be affected, except 10,226. 
to a very slight extent, by alterations in the value of the 
metals in which transactions are expressed. If those 
metals fall in value, more of them will be required in ex- 
change for a given quantity of commodities ; if they rise 
in value, less will be required. But the real value of the 
commodities, relatively to other commodities, will remain 
the same, or will be governed by independent considera- 
tions. 

(b.) That consequently the levels of prices in two coun- 
tries having currencies of different values must adjust 
themselves to the relative value of the two metals, and 
that, at any rate, no appreciable difference can be per- 
manently maintained. 

(c.) That until a relatively uniform level is reached in 
the two countries, there may be a certain advantage in 
trade in one direction or another, but that this is much 
less than is commonly supposed, and that its effects very 
soon disappear. 

(d,) That if the disturbance of the trade between Eng- 
land and India had been of the kind suggested, it would 
have resulted in a falling off of exports of goods to the 
latter country, and an increased export of silver in their 
place. But there is no evidence of either of these move- 
ments having taken place. 

(e.) That the arguments used above with regard to the 
effect of a change in the value of two metallic currencies 
are equally applicable to the case of a metallic currency 
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and an inconvertible paper currency, in which the changes 
are frequently greater ; and that consequently, if the rea- 
soning be sound, the export trade of a country would be 
benefited by excessive issues of such paper. 

(/.) That any permanent bounty arising from a fall 
in exchange is impossible. As soon as prices have adjusted 
themselves to the altered condition of the currencies, any 
gain which might appear to be made in one direction will 
be balanced by a loss in another. 

(g). That though the fall of gold prices does increase 
the burden of fixed charges on the English capitalist pro- 
ducer, and makes it difficult for him to secure the same 
rate of profit, yet this effect is independent of his having 
to meet the competition of producers in silver-using coun- 
tries, and would exist equally if England had no foreign 
trade. 

(h,) That after taking account of the slight advantage 
obtained by the Indian producer owing to (i.) the fall in 
exchange having been almost continuous, and (ii.) the 
fact that the same nominal taxation does not in his case 
impose any heavier burden, and of the more serious dis- 
advantage to which the English producer is put by his 
inability to reduce the cost of production in the same 
proportion as the selling price of his produce, the increase 
in the export of wheat from India can be sufficiently ac- 
counted for by the diminution in the cost of sea and land 
transport, the large area of production which has been 
Q. 10,030. made available by the extension of railways, and recent 
improvements in the methods of adapting the wheat for 
the English market. 

The growth of the Indian cotton trade has been already 
dealt with in § 78. 

(A;.) That if, as alleged, the Indian producer, while stiU 
receiving 20 rupees for his wheat, can purchase as much 
of other commodities as before, the price of such of those 
commodities as are capable of export to this country must 
have fallen in nearly the same proportion as the gold 
price of silver. 

(L) That the English producer, or wage-earner, is only 
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injured by the fall in the price of his produce, so far as 
other commodities have not fallen to the same extent, and 
that so far as this general fall has taken place, he is in the 
same position as the Indian producer. 

(m.) That if the fall in the gold value of silver is due 
to a cause affecting gold, then it is to that cause and not 
to the divergence between gold and silver that the fall 
in gold prices is due. 

But if the fall in the gold value of silver is due to causes 
affecting silver, then the effect of the fall must have been 
to keep up silver prices. Consequently if no such fall had 
taken place, the value of silver in silver-using countries 
would have been greater, and silver prices would have 
been lower than they are ; and the gold prices of articles 
of trade with silver-using countries would have been af- 
fected by silver prices just as much as they have been, 
with the difference, that the change would have been ex- 
hibited in a fall of silver prices instead of in a fall in 
exchange. 

(n.) That the statistics of the export of wheat from 
India and the export of cotton goods from England do 
not support the theory that the volume of either trade is 
materially affected by the fall in the gold price of silver. 

The export of cotton goods to India has steadily in- 
creased during the period in which the exchange has been 
falling; nor does it appear to have met with any check 
in the years when the fall in exchange was most marked. 

The increased export of wheat from India during the 
same period may appear to give some support to the 
theory; but the variations from year to year are so great, 
and correspond so little with the course of the exchange, 
that other causes must have operated to a much greater 
extent; and the variations obviously arise largely from 
favourable or unfavourable seasons. 

(o.) That Indian wheat forms but a small proportion 
of the total supply in the gold-using markets of the world, 
and is not sufficient in quantity to control the price in 
those markets. 
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in. Effect upon India. 

103. We now pass from considerations which are of 
general application to the commercial relations of all 
countries having different standards to the special case 
of India. The exceptional position of that country causes 
it to be affected in a special manner which we propose 
to treat separately. 

While the metal forming its standard of value is silver, 
its political and, for the most part, its commercial rela- 
tions are with a country having a gold standard. 

Whilst its taxes are collected in silver, a substantial 
portion of its outgoings, including the payments which 
have to be made in this country, are necessarily disbursed 
in gold. 

104. Of the above circumstances, the most important 
is the fact that the Government of India has every year 
to convert a large portion of its receipts from silver into 
gold, in order to meet its liabilities in England. 

In practice this operation is effected by selling in Lon- 
don for gold bills payable in India in rupees. As these gold 
payments are, for the most part, fixed in amount, any 
fall in the value of silver necessarily compels the Govern- 
ment to sell a larger quantity of bills, or, in other words, 
to pay a larger quantity of silver. It is this which consti- 
tutes its chief difficulty, for (a) it is always uncertain 
what additional number of rupees will be required in any 
one year, and all calculations of revenue and expenditure 
are therefore open to serious modifications between the 
date when they are made and the date when they are 
realised; (b) it is extremely difficult, on political grounds, 
to increase the existing taxation; and (<?) the increased 
amount of silver now required to discharge its gold liabili- 
ties imposes a burden upon the Indian taxpayer in respect 
of a considerable proportion of those payments. 

105. The bulk of the gold payments which the Govern- 
ment of India is under obligation to make fall under one 
or other of the following heads: (1) interest on debt, (2) 
interest on the stock of the guaranteed railway companies. 
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(3) expenses on account of the British forces maintained 
in India, (4) pensions and non-effective allowances pay- 
able in England, (5) the cost of the Home administration, 
and (6) stores purchased in England for use or consump- 
tion in India. In order to show the effect of the fall in 
exchange upon the total amount of these remittances Mr. 
Waterfield has divided them into two classes according 
to the distribution laid down in our order of reference, 
namely (i.) payments under old or fixed contracts, and 
(ii.) payments under new or current contracts. 

106. As regards old or fixed contracts the actual ster- 
ling (net) payments in 1874-75, the last year in which the 
average rate of exchange was above Is, 10^^., were 
11,704,953^., and the number of rupees required to dis- 
charge this liability was 12,67,88,727. In 1885-86 the ac- 
tual sterling (net) payments were 11,321,979^., and the 
number of rupees required was 14,88,58,141. At the rate 
of exchange current in 1874-75, the same amount in gold 
could have been provided by an expenditure of 12,26,40,330 
rupees, and the additional number of rupees required 
owing to the fall in exchange was consequently 2,62,17,811. 

Under new or current contracts the sterling (net) pay- 
ments in 1874-75 were 3,339,968^., equivalent at the then 
rate of exchange to 3,61,78,726 rupees. Owing to large pay- 
ments received from railway companies in 1885-86, the 
expenditure under this head in the latter year was less 
than the receipts by a sum of 311, 996?. Apart from these 
receipts the actual payments were 4,331,074?., which would 
have required 5,69,43,722 rupees; at the rate of exchange 
of 1874-75 the same payment would have been liquidated 
for 4,69,14,443 rupees, showing an increased charge owing 
to the fall in exchange of 1,00,29,279 rupees. 

Owing, however, to the receipts above mentioned the 
actual sterling payments under the two heads together 
were only 11,009,983?., and the number of rupees required 
was 14,47,56,107. 

To provide the same amount of gold in 1874-75 would 
have required 11,92,60,770 rupees, showing a difference 
due to the fall in the exchange of 2,54,95,337 rupees. 


First Eeport, 
App. VIII. 
(A.) 


Effect on 
gold pay- 
ments by 
tlie fall in 
exchange. 


Q. 1640-4; 
1737. 
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The effect on the finances of the Government of India 
will perhaps be seen more clearly by considering that a 
fall in the value of the rupee from Is, 6d, to Is. 5d. would 
in the year 1886-87 have made it necessary for the Gov- 
ernment of India to find an additional sum of at least 
11,000,000 of rupees. A fall from Is. bd. to Is. 4:d. would 
have had a greater effect, and a fall from Is. Id. to l5. 6d. 
a somewhat less effect. 

107. It is, however, pointed out — 

(a.) That the real burden of the increased charge 
shown to have been imposed on the Indian Exchequer by 
the fall in exchange is limited to that portion of it which 
represents payments contracted to be made before the 
fall in exchange commenced, or when the fall was not so 
great as it has since become, 

(b.) That consequently no loss can properly be said to 
arise from the bulk of the payments which fall under the 
head of ^‘new or current contracts. If a larger number 
of rupees is required to represent a given quantity of 
gold, that quantity of gold will purchase a larger quantity 
of commodities than before. In the case of many com- 
modities required by the Government of India the gold 
price has fallen even more than the gold price of silver ; 
and in such cases the same number of rupees will purchase 
a larger quantity of commodities than before. 

(c.) That even in the matter of payments under ‘‘old 
or fixed contracts, the position of India is no worse than 
that of any other country which has contracted a per- 
manent gold debt. The fall of gold prices, if due to a 
scarcity of gold, has increased the burden of all contracts 
to pay a fixed quantity of gold; and it is immaterial 
whether the gold has to be purchased by a larger quantity 
of commodities or a larger quantity of silver. 

(d.) That in the case of India there can be little doubt 
that this debt, the burden of which is complained of, has 
been incurred for useful purposes, and has increased the 
productive capacity and the wealth of the country, thus 
making it as well able to bear the burden of taxation as 
it was before the fall in the value of silver took place. 
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108. The difficulties of the Government of India consist, 
however, not only in the additional number of rupees 
which it is compelled to find from year to year in order 
to discharge its gold liabilities, but in the uncertainty 
caused by the fluctuations in the rate of exchange, which 
makes it impossible to forecast with any accuracy its 
future expenditure. 

The following table shows the rate of exchange esti- 
mated in the Budget, the rate actually realised, and the 
additional expenditure caused, or the saving effected by 
the divergence, since 1874-75. 


Year. 

Rate of Ex- 
change esti- 
mated in the 
Budget. 

Bate actually 
realised. 

Difference. 

Excess. Saving. 


s. 

d. 

s. 

d. 

Rupees. 

Rupees. 

1874-75 

1 

10-375 

1 

10-156 

15,91,764 

— 

1875-76 

1 

9-875 

1 

9-626 

19,57,917 

— 

1876-77 

1 

8-5 

1 

8-508 

— 

76,736 

1877-78 

1 

9-23 

1 

8-791 

38,43,050 

— 

1878-79 

1 

8-4 

1 

7-794 

56,87,129 

— 

1879-80 

1 

7 

1 

7-961 

— 

84,40,737 

1880-81 

1 

8 

1 

7-956 

4,24,722 

— 

1881-82 

1 

8 

1 

7-895 

10,17,482 

— 

1882-83 

1 

8 

1 

7-525 

37,46,890 

— 

1883-84 

1 

7-5 

1 

7-536 

— 

3,62,902 

1884-85 

1 

7-5 

1 

7-308 

18,97,307 

— 

1885-86 

1 

7 

1 

6-254 

56,82,638 

— 

1886-87 

1 

G 

1 

5-441 

65,17,721 

— 

1887-88 

1 

5% 

1 

4-898 

71,90,097 

— 


It will be observed that during the above period the 
actual rate exceeded the estimated rate in only three 
years, and that on the whole the effect of the fluctuations 
was to cause a considerable increase in expenditure over 
what had been anticipated when the financial arrange- 
ments of the year were made. 

109. Eeference has been made in a previous paragraph 
to the difficulty of attracting capital to silver-using coun- 
tries, owing to the reluctance of capitalists to invest in 
securities, the return on which they are unable to calculate 
with certainty. 


Difficulties 
arising from 
uneertaintj 
as to ex- 
change. 


Q. 1646-7. 


Difficulty of 
obtaining 
capital for 
development 
of the 
country. 
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cial arrange- 
ments in 
India. 


This consideration applies with special force to the case 
of the Government of India, with whom it necessarily lies 
to take the initiative in any scheme of public works for 
the better development of the country. 

The form of investment which native capital has 
adopted from time immemorial is hoarding, and though 
there may be some tendency to invest in the securities 
offered by the Government, it has made but slow progress, 
and since the divergence between the value of gold and 
silver first manifested itself the inducement to hoard the 
more valuable metal has rather increased. 

In former times, when the relative value of the two 
metals was more stable, the Government were able to raise 
loans, both capital and interest being payable in silver; 
and the terms on which they were raised were about the 
same in Calcutta and London. The price of 4 per cent, 
rupee paper in 1873 varied between 101% and 105^ in 
Calcutta, while the price of the 4 per cent, sterling stock 
in London was from 101 to 106. But in 1887 the former 
security was from 95% to 99%, while the 3% per cent, 
sterling stock in London varied between 100% and 104, 
or but very little below the 4 per cent, stock 14 years be- 
fore. 

110. Of the three sources of embarrassment to the Gov- 
ernment which we have indicated above, perhaps the most 
serious is the uncertainty which must necessarily attend 
all the calculations on which their financial arrangements 
for the future are based. 

Apart from any question of exchange, both the revenue 
and expenditure in India are from various causes, it is 
said, more subject to fluctuations and uncertainty than 
is the case with European States generally. 

But in addition to these contingencies an unexpected 
fall in the value of silver may involve a loss of revenue 
which could not have been foreseen when the financial ar- 
rangements of the year were made, and this difficulty 
would be aggravated in the case of arrangements extend- 
ing over many years. The extent of the inconvenience thus 
caused may be inferred from the figures given in § 108. 
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Even if the precise limits of the fluctuations could be 
foretold with greater accuracy, neither revenue nor ex- 
penditure could be made to accommodate itself to varia- 
tions of such magnitude. For it would be difficult to 
impose and remit taxation from year to year without 
causing great discontent among a population who are 
unaccustomed to changes in their fiscal arrangements, 
and to whom it would be difficult to explain the circum- 
stances which had rendered the changes necessary. 

111. Grave objections are also entertained to progres- 
sive increases of taxation to meet either unexpected fluc- 
tuations or a continued fall in exchange. A large portion 
of the revenue generally is inelastic and not easily in- 
creased. The land revenue, from which source is derived 
nearly one-half of the net receipts of the Government, has 
been fixed on a silver basis, in some cases in perpetuity 
and in others for long terms of years. 

The salt tax has been increased since the commencement 
of our inquiry, and we are told that it would be difficult 
to raise much additional revenue from this source. The 
opium receipts are of a very precarious nature, and have 
shown a tendency to fall off in recent years; and it is 
stated that it would be difficult to find any available branch 
of the Indian revenue which could be relied upon to bring 
any large addition to the Exchequer. 

112. Another interest to which our attention has been 
directed is that of the European employes of the Govern- 
ment of India. They receive salaries paid in silver, and 
calculated with some regard to the cost of living in India, 
and to the necessity imposed upon them of remitting home 
a certain proportion of their incomes. So far as their 
incomes are spent in India or are devoted to the purchase 
of commodities, the gold price of which has fallen as much 
as that of silver, they do not sustain any loss. But on a 
large proportion of their remittances to Europe they de- 
rive no benefit from the fall of gold prices, as the fall has 
affected wholesale more than retail prices, and has not 
affected at all many of the prices in which they are in- 
terested. 


Q. 1599. 


Objections 
to increasing 
taxation. 


Q. 1745-8. 


Case of 
European 
employes of 
the Govern- 
ment. 


Q. 1661-5; 
1843-52. 
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as a whole. 


Q. 1842; 
1854-60. 


Bemedies 
which have 
been sug* 
gested for 
the alleged 
evils. 


In reply to this it is pointed out that the loss sustained 
by the servants of the Government in connexion with their 
remittances is a matter for discussion and settlement be- 
tween themselves and their employers. If the salaries of 
the Indian officials do not represent as much real remu- 
neration as before, the Government will ultimately be 
compelled, by the same forces which settle the market 
value of all other commodities, to increase their salaries. 

113. The above allegations relate to matters affecting 
only the Government of India as a Government, and its 
employes. The country in its commercial intercourse with 
other countries is subject to the same disadvantages and 
disturbing influences which affect the international trade 
of silver-using countries generally with gold-using coun- 
tries, and which have been described above. 

On the other hand it is urged — 

(a.) That with the exception of the European employes 
of the Government, no class in India can be shown to have 
suffered by the fall in exchange; that, on the contrary, 
those interested in exports would appear to have gained 
some advantage by the stimulus given to their several 
industries, and those interested in imports have secured 
the benefit of the fall of gold prices which has taken place 
in Europe. 

(&.) That consequently the people of India are as well, 
if not better, able to bear the increased burden of taxation 
rendered necessary by the fall in the value of their cur- 
rency. 

(c.) That if and so far as silver has fallen, silver prices 
are higher than they would have been without that fall; 
and in that case the fall in silver, if it has added to the 
sum which the Indian Government have to raise by taxa- 
tion in order to pay their gold debt, has lightened the 
burden which, but for that fall, would have rested on the 
Indian taxpayers. 

Eemedies pboposed fob Evils above desobibed. 

114. We have now enumerated the principal allegations 
which have been made with regard to the evils or incon- 
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veniences resulting from the disturbance in the relations 
between the two precious metals. 

115. Eeserving until a later portion of our Report the 
expression of our own opinion as to the magnitude and 
importance of these evils, we will next proceed to state 
the remedies which have been proposed to meet them, 
and we shall for our present purpose assume that they 
have been proved to be of a sufficiently serious nature to 
require a remedy. 

A reference to the preceding paragraphs of our Report 
will show that the element of disturbance on which the 
principal stress is laid in connexion with all the evils 
which have been alleged, is the want of fixity in the rela- 
tion between the two precious metals. 

The remedy which has been put before us most promi- 
nently and as most likely to remedy the evils complained 
of to the fullest extent possible, is that known as bimetal- 
lism. 

BiMETALIilSM. 

116. A bimetallic system of currency, to be completely 
effective, must, in the view of those who advocate it, in- 
clude two essential features : 

(a.) An open mint ready to coin any quantity of either 
gold or silver which may be brought to it. 

(6.) The right on the part of a debtor to discharge his 
liabilities, at his option, in either of the two metals at a 
ratio fixed by law. 

It is urged that, though such a system might under cer- 
tain conditions be established in one or more countries 
independently, the maximum amount of advantage would 
not be derived from it, unless it were adopted by inter- 
national agreement between the principal commercial 
countries of the world. 

117. We propose to consider the subject under the 
following heads : — 

I. The effects which would be produced by such an 
arrangement if carried out. 

11. The possibility of carrying it out as proposed. 


Nature of a 
bimetallic 
system of 
currency. 


Q. 3461. 



Its effects in 
maintaining 
a permanent 
relation 
between the 
two metals. 
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operation of 
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prevent any 
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102 BOYAL COMMISSION ON GOLD AND SILVER: 

III. The consequences which will result if no steps are 
taken to restore stability in the relative value of 
the two metals. 


I. 

118. It is asserted that if a sufficient number of the 
principal commercial nations of the world were to agree 
upon an arrangement such as that described above, a 
stable relation of value between the two metals would be 
secured, or that at any rate the variations in that rela- 
tion would be confined within very narrow limits. 

If the possessor of any quantity of silver could, by tak- 
ing it to the mints, have it converted into coin available 
as legal tender at a fixed ratio with gold, he would never 
part with it except at a gold price closely approximating 
to the value represented by that ratio. The variations in 
the gold price of silver would therefore be scarcely ap- 
preciable. 

119. On the other hand it is contended that inasmuch 
as the supply of each metal, the demand for non-monetary 
purposes, and the cost of production, vary from time to 
time, and the relative value of the two metals must depend 
in the main upon the action and reaction of these factors, 
no conventional arrangement such as that suggested could 
prevent their operation. Experience proves that if two 
metals or two kinds of money are available for the dis- 
charge of debt, the metal which is relatively cheaper will 
be preferred, and the metal which is relatively dearer will 
disappear from circulation. 

If, for example, in a particular country the relative 
value at which gold and silver exchanged in the open 
market was as 20 to 1, and the legal ratio were fixed at 
15% to 1, no gold would be taken to the mints. Those who 
possessed gold would sell it for silver at the market rate 
and bring the silver to the mints for coinage ; all the gold 
in the form of coin would be melted down for use in other 
ways, and the currency of the country would consist of 
silver alone. 
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If the same legal ratio were fixed in several important 
commercial countries, the efiect would be the same, though 
less in degree; and the efiect could only cease if all the 
commercial countries of the world adopted complete bi- 
metallism. 

120. To this it is replied that, on the assumption of an 
international agreement between the principal commer- 
cial countries, the efiPects of a bimetallic system so estab- 
lished would be universal, and there could not be any 
appreciable difference between the relative value of the 
metals in the open market and their legal ratio. On this 
hypothesis the demand for gold for purposes of currency 
from the other countries of the world could not be con- 
siderable; and consequently the only purpose for which 
the gold could be required in considerable quantities would 
be for industrial use or for hoarding; and the demand for 
these purposes when compared with the annual produc- 
tion and the existing stock of the meta! would not be suffi- 
cient to cause it to disappear from circulation. 

121. It is further urged that the proportion between the 
existing stocks of the two metals and the probable condi- 
tions of their future production are such as to render it 
extremely unlikely that gold would ever cease to cir- 
culate, or that any serious disturbance of the equilibrium 
would occur, at any ratio which is likely to be adopted. 

122. It is admitted that no international arrangement 
would be likely to include all the countries of the world ; 
but it is pointed out that on the assumption that the prin- 
cipal commercial countries were parties to it, the coun- 
tries outside the Union could only withdraw gold from 
those inside it by sending commodities in exchange for 
it, and that the international trade with such countries 
would not be of sufficient importance to make it reason- 
able to expect that any substantial impression could be 
produced in this way on the stock of gold existing within 
the bimetallic area. 

123. In support of the view that a fixed ratio can be 
effectively maintained over a long period, attention is 



Q. 3468. 
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called to the steadiness in the relative value of the two 
metals which was maintained from the beginning of this 
century down to the date when the coinage of silver was 
suspended by the Latin Union in 1874. Since 1874, on the 
other hand, the price of silver has on the whole fallen con- 
siderably, and has also been subject to constant varia- 
tions. 

In §§ 19 and 21 figures are given showing the relative 
value of the gold and silver produced over a considerable 
number of years prior to 1874, together with the relative 
value of the two metals in the market; and similar infor- 
mation for the period since that date. These figures, it is 
urged, show that the existence of the legal ratio in France 
during the first 70 years of the century was sufficient to 
maintain the market ratio in conformity with it, notwith- 
standing very large variations in the quantities of the 
two metals raised from the mines ; but that when the op- 
eration of the legal ratio ceased to have its effect, a change 
in the relative market value of the two metals speedily 
manifested itself. 

124. On the other hand, it is contended that the stability 
which was maintained during the first 70 years of the 
century was due to accidental causes, which enabled the 
bimetallic system to be maintained; and that the final 
result would not have been materially different had no 
bimetallic law been in existence. 

It is said that — 

(a.) Down to the time of the great gold discoveries the 
conditions of the supply of, and demand for, the two 
metals were such as would of themselves tend to keep 
their relative value nearly uniform. 

Had silver been produced in increasing quantities in 
the earlier part of the century the ratio would have been 
powerless to prevent its falling in value, as there was no 
gold in the country which could have given place to the 
increased supplies of silver; and the operation of the ratio 
can only be effective in maintaining the relative value 
of the two metals when there is, within the bimetallic area, 
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a sufficient stock of both. Down to the year 1846, there- 
fore, the ratio was maintained by causes independent of 
the bimetallic law. 

(b.) At the time when the increased supplies of gold 
began to be placed on the market the French currency 
had ceased to be bimetallic, and practically was composed 
of silver only. The large influx of gold altered the rela- 
tive values of the two metals ; gold became over-valued in 
the ratio and silver under- valued. The latter metal was 
consequently withdrawn from France for export to the 
East and other places ; and the deficiency in the French 
currency was supplied by the over-valued gold. To this 
extent the bimetallic system prevented a serious fall in 
the value of gold which could not otherwise have been 
avoided. But it is pointed out that this result was mainly 
due to the fact that the French currency was not, at the 
time when the disturbance in the ratio was threatened, on 
a bimetallic but on a monometallic basis. France, instead 
of having a stock of both metals circulating at the legal 
ratio, had a large stock of the under-valued metal only, 
and the over-valued metal was poured in to take its place. 
If she had had a large stock of the latter already in the 
country the operation of the bimetallic system could not 
have taken place. Conversely, when the supply of silver 
began to increase, her currency was almost exclusively 
composed of gold, which she was able to dispose of in 
order to meet the demands of Germany and other coun- 
tries, replacing it again with the cheaper metal, which 
at this time was silver. 

Thus, her monetary system, instead of being bimetallic, 
happened, whenever the compensating action of the ratio 
was called into play, to consist almost entirely of the metal 
which was the cheapest for the time being. 

In support of this view the following figures are quoted, 
showing the total : — 
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Coinage of Gold and Silveb in Fbanob between the 
Yeabs 1816 and 1880. 


Years. Gold. Silver. 


£ £ 

1816-20 9,758,000 4,970,000 

1821-25 2,329,000 17,632,000 

1826-30 1,470,000 25,160,000 

1831-35 4,131,000 32,881,000 

1836-40 2,949,000 15,241,000 

1841-45 797,000 15,166,000 

1846-50 6,472,000 21,556,000 

1851-55 63,346,000 7,159,000 

1856-60 108,027,000 3,333,000 

1861-65 38,337,000 875,000 

1866-70 47,733,000 17,010,000 

1871-75 12,376,000 13,704,000 

1876-80 25,819,000 2,838,000 


It will be observed that from 1816 to 1820 the coinage 
of gold exceeded that of silver, that from 1821 to 1850 
the coinage of silver exceeded that of gold, and that since 
the latter date gold has again been the metal chiefly 
brought to the mints. 

((?.) The stability of the ratio was only nominal as one 
of the two metals was, in actual practice, generally at a 
premium. 

From 1820 to 1847 there was constantly a premium on 
gold which was nearly always as much as one per cent., 
and occasionally rose to as much as two per cent. Any 
increase in the supply of silver would of course have in- 
creased this premium. 

125. To this it is replied that the premium never ex- 
ceeded very small proportions and only applied to a 
limited number of transactions in which gold was required 
for special purposes, such as export; that for the ordi- 
nary transactions of the country there was always a suffi- 
cient supply of either metal ; that as matter of fact both 
gold and silver were brought to the French mint, and 
coined* in every year except in 1871 and 1872, when no 


* In the year 1860 no five-franc pieces were coined, but silver coins of 
other denominations were issued to the value of 321,000 I, 
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gold was coined; that thTonghont the period in question, 
gold and silver coins were accepted for all practical pur- 
poses at the ratio fixed by the law; and that the efficacy 
of the bimetallic ratio is proved by the fact that an im- 
mense increase in the supplies of gold produced no sen- 
sible disturbance in the relative value of the two metals. 

126. It is also pointed out that at the present moment circulation 
in the United States upwards of 55,000,000^. of silver dol- the^u^ted 
lars or silver certificates are circulating side by side with states and 
gold and are accepted in payment of all debts as equiva- Holland, 
lent to gold, though the intrinsic value of the silver dollar • 

is not more than 70 per cent, of the value of a gold dollar. 

Similarly in Holland, where the standard is gold and 
the coinage of silver is suspended, a currency of about 

30.000. 000Z. is maintained at a gold value, concurrently 
with a gold circulation. 

These two cases, it is said, are proofs of the possibility 
of maintaining a legal ratio between the two metals as 
coin, permanently differing from the market ratio, with- 
out the dearer metal being driven out of circulation, or 
commanding a premium. 

127. On the other hand it is contended that the illustra- 
tion is in both cases rendered inapplicable by the limita- 
tion of the coinage of silver. In the United States no more 
than 48,000,000 dollars can be coined in the year, and as 
matter of fact the coinage has not amounted to more than 

30.000. 000 annually during the last 10 years; while in 
Holland there has been no silver coined since 1875. 

The silver coins circulating in both countries are there- 
fore for practical purposes only tokens. If they could be 
coined to an unlimited extent they could not fail to drive 
out the gold, which would be taken by foreign countries. 

It is also said that the condition of the currency in the 
United States is only possible because the course of trade 
has induced a flow of gold to that country, and that if the 
flow of gold were in the other direction that metal would 
soon be at a premium. 

128. In reply to this it is pointed out that, on the hy- 
pothesis of an international agreement for bimetallism, 
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the silver would be equally available for export, and that 
in such a case no reason would exist for a drain of gold 
rather than a drain of silver. 

129. It is argued that as the production of silver has 
increased of late years, and the production of gold dimin- 
ished, notwithstanding the increased value of the latter 
relatively to the former, the process is likely to continue, 
and that therefore it would become increasingly difficult 
to maintain a fixed ratio, even if the existing market ratio 
were adopted, as the effect would be to stimulate the pro- 
duction of silver, and to discourage the production of 
gold. 

The result would be in a short time to drive gold out 
of circulation, and to leave silver as the only metal avail- 
able for currency throughout the world ; while if a ratio 
of 15% or 16 to 1 were adopted, the stimulus to an in- 
creased production of silver would be far greater and the 
maintenance of the ratio more difficult, thus accelerating 
the period when silver alone would be found in circulation. 

130. In reply to this it is said — 

(u.) That there are no grounds for supposing that in 
any period, however remote, the relative value of the 
two metals in the market, as compared with the legal ratio, 
could be so different as to drive out of circulation the 
whole of the gold now existing as coin or used for mone- 
tary purposes. Such a hypothesis would involve the ab- 
sorption for other purposes of the existing stock, roughly 
estimated at 900,000,000^., and the annual production of 
about 20,000,000/. On the other hand those who consider 
that gold might, under these circumstances, cease to be 
used for circulation, do not contemplate that it would be 
demonetised, and it might therefore still be held by G-ov- 
ernments and by banks as a reserve. 

(6.) That if such a hypothesis were admissible, it would 
follow that if the metals continue to be used as standards 
of value separately, very great divergence in the relative 
value must occur; that such divergence would involve 
greater evils than the disappearance of one of the metals 
from the currency under a bimetallic system ; and that the 



FINAL EBPOBT. ^PABT I. 


109 


disappearance of one of the metals from the currency of 
the world under a bimetallic system would not of itself be 
productive of any serious evils. 

((7.) That the economic laws which regulate the produc- 
tion of other commodities do not appear to operate to the 
same extent in the case of the precious metals. Their pro- 
duction is of a specially speculative character, and is 
frequently commenced or continued with very doubtful 
prospects of a profitable return. The quantity of either 
metal produced appears to depend much more largely on 
the accident of the discovery of new sources of supply; 
and it is to be observed that the supply of gold has fallen 
off throughout the last few years when its purchasing 
power was rapidly increasing, while the supply of silver 
has continued to increase, notwithstanding the fall in its 
value relatively to gold. 

131. It is stated by the opponents of bimetallism that Thebi- 
the question is argued as if the only demands for gold 

and silver were demands for the purpose of currency, and affect the 
that this is very far from being the case. Statistics are demai^ 
confessedly imperfect, but, so far as they go, it appears ^L^taiy 
that the demands on the precious metals for purposes of purposes, 
ornament, of industry, or of hoarding already absorb 
something like half of the annual production, and are in- 
creasing constantly. Over these demands, it is said, mint 
legislation can exercise no influence. If they stood alone, 
no one, it is urged, would think it possible to restrict their 
natural operation by any artificial tie between the two 
metals ; and as matters really stand, any effect which such 
an artificial tie might have would, it is said, be liable to be 
defeated by the demands for other purposes. 

132. To this it is replied — 

(a.) That industrial demands for gold and silver ex- 
isted during the period anterior to 1873, during which 
period there was no material disturbance in the relative 
value of gold and silver. 

(b,) That an increased demand for one metal for non- 
monetary purposes of any kind would simply produce 
the same effect upon the ratio as a diminution in the sup- 
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ply of that metal from the mines, or an increased supply 
of the other. 

(c.) That currency demands still preponderate over 
other demands, and are likely to do so. 

(d.) That so far as experience goes, the increased de- 
mand of late years for purposes other than currency has 
been for gold rather than silver, the effect of which the 
adoption of bimetallism under present circumstances 
would tend to counteract. 

133. It is also urged by the opponents of bimetallism, 
that it attaches too much importance to the law of legal 
tender, and too little to the habits and feelings of man- 
kind ; that the adoption of gold as the single standard of 
value and as the chief material of currency is not the re- 
sult of arbitrary legislation ; but that it has originated in 
natural convenience, in voluntary preference, and in habit, 
and that it has consequently been sanctioned by legis- 
lation. It is further urged that under such circumstances 
it is quite possible that men of business may, notwith- 
standing a law making silver as well as gold legal tender, 
require contracts to be made in gold exclusively, and thus 
give gold a practical value very different from the legal 
ratio. The mode in which, according to Lord Liverpool, 
our own gold standard was introduced ; the history of the 
adoption of gold by the United States, Germany, France, 
and Italy ; the example of California and of gold contracts 
often made with paper-using countries, all point in this 
direction. Legislation, it is said, which is contrary to the 
general current of human dealings, is not likely to be 
successful. 

134. To this it is replied by bimetallists that men’s deal- 
ings tend to conform to their interests ; that under a legal 
system of bimetallism it would not be to the interest of 
either debtors or creditors to insist upon paying or receiv- 
ing one metal rather than the other, except under spe- 
cial circumstances not likely to be of frequent occurrence ; 
that the instances of supposed natural preference for gold 
have been misstated or misapprehended ; that Lord Liver- 
pool was not a contemporary witness of the change from 
silver to gold to which he refers, and that his account of 
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the causes which led to that change was contradicted by 
Bicardo in 1816 ; and that a great mistake has been made 
by modern legislators, who have forced gold upon the 
people to the exclusion of silver, where under earlier 
and more wholesome systems, both metals would have 
been equally available. 

135. We have so far dealt with the views held as to the 
effect which would be produced on the relative value of 
the two metals themselves by the establishment of a bi- 
metallic system of currency. 

It remains to consider whether and how far such a sys- 
tem, if carried out, would remedy all or any of the evils 
which are said to be caused by the existing relations be- 
tween the two metals. 

For this purpose it must be assumed that one effect of 
a bimetallic system would be, as claimed by its supporters, 
to preserve a fixed ratio between gold and silver, if not 
permanently, at least for a long period of time, or to con- 
fine the variations in their relative value within such nar- 
row limits as practically to make them of no consequence. 

136. It may be convenient here to repeat that the evils 
which are said to result from the existing relations be- 
tween the precious metals are of a twofold character. 

There are inconvenient fluctuations in their relative 
value ; and there has been a considerable fall in the gold 
price of silver. 

It is contended that all the evils now caused by -fluctua- 
tions in the relative value of gold and silver would be 
removed. 

The par of exchange between gold-using and silver- 
using countries would again become stable, as it was prior 
to 1873, and the inconveniences which are inseparable 
from trade carried on between two countries having dif- 
ferent metallic standards would be reduced to a minimum. 

Trade would, it is said, return to its natural channels, 
and cease to be subject to the abnormal influences which 
now affect it prejudicially. 

137. In the second place it is urged that the maintenance 
of a fixed ratio would tend to prevent any further general 
fall in prices. To whatever extent the fall of gold prices 
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is due to the displacement of silver by gold, or to the 
diminished production of the latter metal relatively to 
the demands upon it, it would be counteracted by the re- 
instatement of silver in those countries where its use as 
a standard metal has been abandoned. Prices would con- 
sequently tend to rise, or at any rate cease to fall. 

If the ratio adopted were higher than the existing mar- 
ket ratio, then, in so far as the causes above mentioned 
have operated on prices, the effect of the change would 
be proportionately greater. The rise would be more cer- 
tain and more considerable. 

138. If, and in so far as, the gold prices of commodities 
produced in, or exported to, silver-using countries have 
been reduced by the fall in the gold price of silver, as 
maintained in the argument developed in § 88, the estab- 
lishment of a fixed ratio between the two metals would 
prevent further changes from the same cause if the exist- 
ing market ratio were adopted ; but the existing situation 
and the fall already produced would not necessarily be 
affected. If the ratio adopted were that in force prior to 
1873, the prices of these commodities would tend to rise 
to the extent to which they have been depressed by the 
cause above referred to ; and the evils which have fiowed 
from such fall in prices, and which are described in § 94 
would be removed. 

139. But it does not follow, even on the hypothesis that 
the gold prices of commodities have been reduced by the 
fall in the gold price of silver, that they would regain 
their former level, as they would always be subject to 
influences of the same nature originating in countries with 
a depreciated paper currency. 

The suggestion is that the fall in the gold price of silver 
has, through the more advantageous position of the pro- 
ducer in silver-using countries, caused a fall in the price 
of the commodities which he produces, and that a similar 
process would take place in the case of any country with 
a paper currency depreciating in relation to gold, and 
thus the competition of producers in these countries might 
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prevent the gold price of commodities rising, notwith- 
standing a rise in the gold price of silver. 

For example, the production and export of Russian 
wheat has, it is said, been greatly stimulated by the same 
cause which has operated upon the production and export 
of Indian wheat, namely, the depreciation relatively to 
gold of the currency of the country, which, in the case of 
Russia, is inconvertible paper, now about 35 per cent, 
below its nominal value. 

If the gold price of Indian wheat is affected by the fall 
in the gold price of silver, the gold price of Russian wheat 
must, it is said, follow the fall of the paper rouble; and 
no fixity in the relation between silver and gold would 
affect the prices which depend upon an inconvertible pa- 
per currency. 

If the paper rouble continued to fall it would tend to 
lower the metallic price of the Russian wheat exported, 
and consequently the price of all other wheat. 

So again if the gold price of the goods exported from 
Lancashire to India has been lowered by the fall in the 
value of silver, owing to the Indian purchaser being able 
to give only the same silver price (or a lower gold price) 
for them, then if the gold price of Indian produce did not 
advance pari passu with the advance effected by the es- 
tablishment of a fixed ratio, neither would the gold price 
of the commodities exported to India so advance. 

140. If, and in so far as an appreciation of the gold 
standard has arisen from the disuse of silver, the evils 
arising from the disturbance of contracts extending over 
a period commencing prior to the changes which we have 
been considering, would be counteracted by the restora- 
tion of silver at the old ratio to its former position as a 
standard metal ; but, on the other hand, all contracts made 
for a term of years since the appreciation commenced 
would be disturbed to the same extent. 

141. The advantages which would flow from a standard 
possessing the maximum amount of stability, would, it is 
said, be secured by having the two metals linked together 
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at a fixed ratio. Any variation in the value of either metal, 
instead of operating as at present on that metal alone, 
would, on the hypothesis of a bimetallic currency, operate 
upon the whole mass. The effect of the variations would, 
therefore, be much less intense. 

It is improbable that the variations in the supply of 
either gold or silver would be simultaneously in the same 
direction. An increase in one might often be accompanied 
by a decrease in the other; and the volume of the currency 
would thus be maintained in equilibrium. 

142. It is also suggested that a bimetallic system would 
facilitate the resumption of specie payments by countries 
such as Eussia, Austria, and Chili, whose currency largely 
consists of inconvertible paper based on silver. 

143. In preceding paragraphs we have stated the extent 
to which, in the view of its supporters, the proposed 
remedy would counteract or modify the evils of the exist- 
ing system. 

Those, on the other hand, who are in favour of main- 
taining the status quo in this country, contend that the 
proposed remedy would itself cause other evils which are 
demonstrably equal to, or greater than, those which have 
been proved to exist. 

Their objections divide themselves into two classes, (i.) 
those relating to the adoption of the bimetallic system in 
principle, (ii.) those which are directed against one or 
other of the several ratios recommended for adoption. 

144. Under the first head it is asserted — 

(a.) That the United Kingdom, and more particularly 
London, is, and has been for many years, the financial 
centre of the world. Transactions having no other relation 
with the actual commerce of the country are settled by 
means of agencies in London, which thus derives great 
pecuniary benefit from this position. 

This supremacy arising, it is maintained, in a great 
measure from the knowledge that a debt payable in Lon- 
don will be discharged in a definite quantity of a certain 
metal which can always be readily obtained there by those 
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entitled to it, would be endangered by the adoption of 
bimetallism with the uncertainty necessarily accompany- 
ing any system which allows to a debtor a choice of al- 
ternatives for the discharge of his liabilities. 

On the other hand, it is denied that this supremacy Q. 692o. 
would be endangered by the adoption of bimetallism, in- 
asmuch as a sufficient explanation of England’s position 
is to be found in the confidence imparted by her insular 
position, her comparative immunity from wars and other 
political troubles, the magnitude of her commerce, and 
the reputation of her merchants and bankers. 

It is also said that, so long as a debt payable in London 
could be discharged in metal freely coined into money 
throughout the world, England’s position as a financial 
centre could not be injuriously affected. 

(h.) That the actual uncertainty caused in the present a feeling of 
by an important monetary change would be enhanced by 
the apprehension of further changes in the future; and aroused, 
that there are scarcely any material advantages which 
would compensate for the evils arising from the want of 
confidence which would thus be engendered. 

To this it is replied that with the exercise of proper 
care and a conviction on the part of the public that the 
change was well considered and final, no apprehension 
need be excited ; and that in any case the disturbance so 
caused would be of a temporary character. 

{c,) That injustice would necessarily be done to credi- injustice 
tors if a debtor were allowed to select one of two metals 
in which to discharge his debts. He would naturally choose creditors by 
the metal which happened for the moment to be depre- the option 
ciated, and would therefore gain an advantage which |ebtors° 
could not be contemplated or allowed for at the time when 
the liability was incurred. England, also, as a creditor 
country, would suffer specially by the change, and other 
countries would benefit at her expense. 

To this it is replied that a bimetallic system, if adopted 
internationally, as proposed, would preclude the possi- 
bility of either metal becoming depreciated relatively to 
the other, except within such very narrow limits as to be 
practically unimportant. 



116 


EOTAIi OOMMISSION ON GOU) AND SILVBB: 


Gold the 
natural metal 
for currency. 


Uncertainty 
of the effects 
which will 
be produced 
by the pro- 
posed 
change. 


(d.) That silver, owing to its greater bulk and weight 
in relation to its value, has disadvantages as compared 
with gold, both as a medium of exchange and as a means 
of storing value. 

To this it is replied that, under the existing systems of 
the principal commercial countries, but a small proportion 
of payments is made in either gold or silver; and that 
under a bimetallic arrangement transactions would be 
carried on, as at present, by means of cheques, bank notes, 
and other substitutes for coin. Gold and silver would prob- 
ably continue to pass current much as they do now, and 
if there should happen to be a large excess of silver coined 
as compared with gold, notes of smaller denominations 
might be issued to meet the difficulty. 

In many countries all debts can at the present moment 
be discharged in silver or gold at the option of the debtor ; 
but no practical inconvenience arises from this fact. 

The opponents of a bimetallic system rejoin that, on the 
hypothesis of a serious depreciation in the value of one 
metal, the other might be driven out of circulation alto- 
gether and cease to be available for the purposes for which 
it is now required and used; and they point out that in 
the countries where the debtor may now pay his debts in 
either gold or silver, a complete system of bimetallism 
does not exist, as the mints are not freely open to both 
metals. 

145. Finally, it is alleged that the arguments on the 
subject of bimetallism being founded on various hypo- 
thetical premisses which in the present state of our knowl- 
edge are unverified and incapable of verification, the 
conclusions and practical results must also be extremely 
uncertain ; and that this uncertainty is in itself a sufficient 
reason for not making a fundamental change in things 
so delicate and so important as currency and the standard 
of value. 

To this it is replied that, though the conditions at the 
present time may not be precisely the same, sufficient ex- 
perience has been acquired by an investigation of the 
working of bimetallism prior to 1873 to justify a conclu- 
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sion as to the effect which would now he produced by the 
adoption of such a system. 

It is also said that as changes of some sort appear to 
be inevitable, it is desirable that they should be made de- 
liberately, and that the different nations interested should 
act in concert. 

146. Passing next to the objections which are connected 

with the particular ratio that might be adopted, it is con- It the 
tended that if the ratio actually existing in the market existing 
between the values of the two metals were adopted, or 
some ratio approximating thereto, most of the evils which 
are alleged to have been caused by the fall in the value 
of silver would be perpetuated, and that in the case of q. 8433. 
India such a measure might create a serious obstacle to 
the prosperity of the country owing to the increased bur- 
den of its gold debt being made permanent. 

On the other hand it is urged that, so far as the general 
interests of India are concerned, the advantages to be 
gained from stability and the increased certainty which 
would attend the financial arrangements of the Govern- 
ment would amply compensate for any evils arising from 
the cause above indicated. 

147. It is further argued that even if the adoption of the 
existing ratio did not produce any permanent effect upon 
prices, it might, by inducing the belief that it was likely 
to result in an expansion of the currency, cause a tem- 
porary rise; and that if it stimulated the production of 
silver, unless at the same time it discouraged the produc- 
tion of gold, it would tend to raise prices permanently, 
and so act injuriously upon the interests of creditors and 
consumers. 

To this it is replied that the settlement of the relations 
between gold and silver used as standards of value is of 
such importance as to justify some sacrifice being in- 
curred, if necessary, for that purpose. If silver, when 
freely coined into money throughout the world, will so 
depreciate as to produce injurious consequences, it will 
depreciate still more if used only in a limited number of 
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countries, and the probable attempts of these countries 
to change from the silver to the gold standard would ag- 
gravate the mischief and give rise to evils of still greater 
magnitude. 

148. If the ratio of 15% to 1 were adopted, which is 
that in force in the Latin Union, or that of 16 to 1, which 
is the ratio in the United States, it is apprehended that 
there would be a flow of silver from the countries which 
now hold stocks of that metal, and that the mints of the 
other countries forming the Bimetallic Union would be 
flooded with it, while the countries possessing silver would 
benefit at their expense. 

It is however denied that there are any considerable 
stocks of silver which would be available for this purpose, 
those already in existence being used and required for 
purposes of currency in the countries in which they now 
are. 

149. It is urged that if, in consequence of deficiency in 
the supply of gold, or of new demands upon the existing 
supply caused by the legislation of other nations, gold has 
appreciated and the prices of goods have fallen, England 
as a country to which large gold debts are due must be 
deriving advantage from the change, since she must re- 
ceive from other countries in payment of interest on her 
gold debts a larger quantity of goods, or money which 
will buy more goods, than she would otherwise have re- 
ceived, and that if under these circumstances a change 
were introduced which tended to cause the depreciation 
of gold or the raising of gold prices, a serious injury 
would be done to the general interests of the country. 

The rejoinder to this argument will be found in § 96 

(fc.). 

150. Any advantage now gained by some classes in the 
country owing to the fall of prices would also, it is said, 
be neutralised. Prices would rise, and sirice, as has been 
already pointed out, wages do not respond immediately to 
movements in the level of prices, the wage-earning classes 
would suffer. The process of adjustment which has been 
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going on since the fall in prices commenced would begin 
in the opposite direction, and all the friction produced by 
it would be repeated. 

To this it is replied that wages respond more readily to 
upward than to downward movements in the level of 
prices, and that, until a real stability of the standard is 
attained, the process of adjustment and the consequent 
friction among the different interests concerned must be 
going on in one direction or another, and that the advan- 
tages of a stable standard would amply compensate the 
country for either the temporary friction necessary for 
the final adjustment, or the permanent loss of the profit 
which is said to arise from the debts due to it by foreign 
nations. 

151. The extent to which the adoption of a ratio mak- 
ing silver more valuable as compared with gold than at 
present would affect prices, is a question which depends 
upon the view taken of the effect of the volume of the cur- 
rency upon prices, and the arguments set forth in §§ 58 
and 59. 

But it is said that, even if those who entertain the view 
that monetary changes have been the most potent factor 
in producing the fall of prices in recent years be mistaken, 
the fact that such a belief is entertained by a large number 
of persons would be likely to foster speculation, and thus 
produce, if only temporarily, a rise of prices which might 
attain a high level. 

152. If, and in so far as a rise of prices resulted from 
the restoration of silver to its former relation with gold, 
debtors would benefit at the expense of creditors, and, on 
the assumption that the rise of wages would be slower than 
the rise of prices, the wage-earning classes would suffer 
most ; but it is suggested as probable that there would not 
be a long interval between the rise of prices and an up- 
ward movement in wages. 

It is urged that it would be unjust to make a deliberate 
change in the conditions of all existing contracts by a di- 
rect act of the Legislature, and so give an advantage to 
one class in the country at the jexpense of another. 
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153. To this it is replied — 

(a.) That those who have gained by the changes in the 
value of the precious metals have gained by accident, and 
not from causes due to their own foresight or calculations. 

(6.) That the injury caused by the change would be of a 
temporary character only, while the change would itself 
produce permanent beneMs of much greater extent. 

(c.) That the right of the State to make alterations in 
its currency laws cannot be disputed, and that all contracts 
must be assumed to have been made subject to this risk. 

(d.) That if the change is necessary in order to place 
the currency of the country on a satisfactory basis, the 
State is justified in making it, even though incidentally 
it may have an injurious effect upon the interests of some 
individuals or classes, and that such disadvantages are 
of less moment to the community at large than the adop- 
tion of a standard of value possessing the maximum of 
stability. 

154. To revert to the former ratio would also, it is said, 
have a specially prejudicial effect in the case of India. 

If the effect of bimetallism at that ratio should be to 
appreciate silver and cause silver prices to fall, or if the 
gold price of Indian produce did not rise to the same ex- 
tent as the gold value of silver was raised, the Indian, 
producer would for the same amount of produce receive 
less silver, whilst he would, subject to the reduction of 
taxation which would be caused by the advantage gained 
by the Government as regards its gold payments, have to 
pay the same amount of rent and taxes as he now pays. 
In this way a burden would be thrown on the Indian 
producer. 

He would also be deprived of the advantage which the 
continued fall in exchange is alleged to give him in com- 
peting with other countries. 

It is also said that, if it be true that thp gold price of 
the commodities produced in India has fallen in response 
to the fall in the gold price of silver, it does not follow 
that the reverse process can be counted on. Where there 
is an increasing production of any commodity and com- 
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petition for its sale, the process of reducing price is more 
easy than that of raising it. It is possible, too, that in 
competing for the sale of produce with Russia, or any 
other country whose currency depreciates, the Indian pro- 
ducer might, in order to secure a sale, be compelled to 
take the same gold price as at present. This would be 
equivalent to a lower silver price, and might, it is alleged, 
produce serious results to the trade of the country. 

155. On the other hand it is urged that it is very im- 
probable that the gold price would not rise if the volume 
of currency in the gold-using countries was increased by 
the restoration of silver to its former relation with regard 
to gold ; and that in so far as prices fell in India, consum- 
ers and the wage-earners (so far as they are paid in 
money) could obtain those advantages which are said to 
have accrued to the corresponding classes in England 
from the fall in gold prices. 

II. 

156. We will pass next to the questions which have been 
raised as to the practicability of (a) inaugurating, and 
(h) maintaining, such an agreement as that which is pro- 
posed between the chief commercial nations of the world. 

It is said on the one hand that Prance and the United 
States would be unwilling to agree to an arrangement 
based on the ratio at present subsisting between the mar- 
ket value of the two metals, on account of the large amount 
of silver which is held by those countries, and which has 
been coined at a ratio of 15^/^ to 1 in the case of France, 
and of 16 to 1 in the case of the United States. 

If a ratio greatly differing from this were adopted, the 
standard silver coins of those countries must either be- 
come admittedly token coins, or pass current at a large 
reduction from their nominal value. 

157. On the other hand it is urged that the interest of 
these countries in securing a stable ratio between the two 
metals for the future is so great that they would probably 
agree to such an arrangement rather than be left in their 
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present position, with the possibility of a still further fall 
in the gold price of silver. 

It is argued also that the inconvenience in the case of 
the United States, or of France, if the ratio, say of 20 
to 1, were fixed would not be serious. There is no reason 
why the silver existing in the form of coins at the ratio of 
15% or 16 to 1 should not continue to circulate and be 
received concurrently with a new coinage at the altered 
ratio, and why people should not continue to receive them 
as readily as they do now. It may be said that there would 
be a danger of the manufacture of imitations of the exist- 
ing coins. But this danger is as great at present, when 
the gold price of silver differs so much from the legal 
ratio ; and as regards the silver certificates which circu- 
late to so large an extent in the United States, represent- 
ing silver at the ratio of 16 to 1, if 25 per cent, of the 
existing quantity were converted into a fiduciary issue, 
which might be done without difficulty or public inconven- 
ience, the position of the United States Government would 
be unaltered. 

158. As an alternative arrangement, the adoption of the 
former ratio of 15% or 16 to 1 is suggested ; and it is con- 
tended that if such a ratio were adopted by England, the 
United States, the Latin Union, and Germany, all the 
other commercial countries of the world would join the 
Union; and that whether they joined or not, the effect 
of such an arrangement would be to maintain that ratio. 

159. The position of India in view of any such com- 
bination would, however, it is said, be very difficult. On 
the one hand the amount of her gold liabilities makes a 
stable relation between the two metals a matter of the 
first importance to her; and on the other, any serious rise 
in the value of silver would, it is said, produce the evils 
already pointed out. 

160. As regards the maintenance of the bimetallic ar- 
rangement, if once established, it is asserted that it would 
be to the interest of all the contracting parties to adhere 
to it, and that there would be no inducement to any Power 



FINAL EEPOET. ^PAET I. 


123 


to secede. The seceding Power would, it is urged, cause 
more inconvenience to its own subjects than to anyone 
else, and no sufficient motive for secession can be sug- 
gested. 

161. On the other hand it is pointed out that the action Q- 5787. 
of a nation is not always regulated by a wise regard for 

its own interests alone. Its policy is sometimes mistaken, 
and sometimes actuated by other motives than self- 
interest. 

The adoption of a gold standard by Germany is cited 
as an instance of a currency change made without any 
advantage commensurate with its cost. 

To this it is replied that the currency change made by 
Germany took place at a time when the effects of such a 
change were unknown and unforeseen, and that with the 
experience gained since 1873 no similar change need be 
apprehended in the future, if an understanding between 
the chief commercial nations were arrived at. 

162. One probable cause for any failure of the bimetal- Effect of 
lie arrangement would, it is said, be found in the necessity 

for the suspension of cash payments and the issue of a payments, 
large amount of inconvertible paper in any one of the 
contracting countries. 

This measure, however, it is said, would not affect the q. 3670. 
stability of the legal ratio in other countries. The only 
result of the establishment of an inconvertible paper cur- 
rency in a bimetallic country would be that its specie, 
whether gold or silver, or both, might flow to other coun- 
tries and increase the circulation of the rest of the world. 

The principle of the bimetallic system would remain in- 
tact, though it might cease to be practically operative in 
that country. 

If a bimetallic arrangement were in force, the effect of 
such a step would, as regards the flow of the precious 
metals from the country suspending cash payments, be 
precisely the same on other countries as at present, whilst 
its distribution might be so altered as to cause less dis- 
turbance. 
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163. In reply, it is contended that though the suspension 
of cash payments in any one country might not defeat 
the operation of the bimetallic arrangement in other coun- 
tries, it would materially restrict the benefits supposed to 
flow from that system, both by limiting the area within 
which it would operate, and by pouring into other coun- 
tries the stock of metal, whether gold or silver, previously 
held by the country suspending cash payments. 

164. It is further urged that there is a growing tendency 
among all commercial nations in favour of the use of gold 
rather than silver for currency purposes, and that the 
fear of holding too much of the less popular metal in their 
reserves would induce Governments and bankers to seek 
to get rid of it and increase their store of gold. A struggle 
for the possession of gold might thus be brought about, 
which would prove a severe strain upon the bimetallic ar- 
rangement. 

This motive, again, would be intensified by a sense of 
the precarious nature of the arrangement, by apprehen- 
sions that other nations would depart from it, and by a 
desire on the part of each nation to protect itself, as far 
as possible, from the mischievous consequences which 
would result from such departure, if it were left with a 
large stock of the less esteemed metal. 

Further, if it should prove that, for any of the reasons 
mentioned above, any of the nations should not adhere 
to the arrangement, the position of England, if she ad- 
hered to it, would be seriously compromised. The whole 
arrangement depends upon leaving free scope to commer- 
cial motives ; and in this respect England is less likely to 
interfere than foreign Governments with the free commer- 
cial distribution of the precious metals. 

165. In reply, it is asserted that the sentiment in favour 
of a gold standard is based merely on the convenience of 
that metal as a circulating medium for certain purposes ; 
that the tendency of the more advanced nations is towards 
the use of paper or other substitutes for coin ; that so long 
as the different nations maintained the unlimited coinage 
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and full legal tender of silver, the hoarding of gold would 
be found unprofitable and perhaps impossible; and that 
if the legal ratio fixed approximated to the market ratio, 
and the arrangement were for an indefinite and not a fixed 
period, there would be much less ground for any of these 
apprehensions. 

ni. 

166. In addition to the arguments stated above, the ad- Conse- 
vocates of bimetallism urge in support of their proposals 
that far greater difficulties will arise if the hope of estab- the status 
lishing a stable ratio between silver and gold is finally quo, 
abandoned. 

It is asserted — 

(a.) That even if the countries of the world were di- 
vided permanently into gold-using and silver-using na- 
tions there would be continual fluctuations in the relative 
value of the two standards, with the evils which neces- 
sarily flow from such a state of things, and that as this 
state of things never prevailed in the past before 1873, it 
is probable that it might give rise to unsatisfactory re- 
sults, beyond those of which we have experience. 

(b.) That it is impossible to devise any satisfactory 
principle on which the permanent division of the countries 
of the world into gold-using and silver-using nations could 
be based, and that, if such a principle could be devised, it 
would not be found possible to apply it in practice. 

(c.) That no settlement of the relations between gold 
and silver money, of a satisfactory nature and affording a 
prospect of permanence, is probable or possible without 
the acceptance of the principle of the unlimited coinage 
and full legal tender of both gold and silver at a fixed 
ratio. 

(d.) That in the absence of such a settlement every 
nation using either gold or silver as its standard will re- 
main liable to disturbances of its standard of value from 
time to time, which might have very serious consequences. 

(e.) That the existing situation presents no elements of 
finality and no reasonable ground for anticipating any 
definitive solution of the difficulties with vjjiich it is now 
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surrounded. On the contrary a further fall in the gold 
price of silver, to even half the extent of that which has 
taken place since 1873, would dangerously affect the finan- 
cial position of the Government of India ; would still fur- 
ther disorganise our commercial relations with that and 
other silver-using countries; and would materially ag- 
gravate the depression which has affected so many 
branches of trade and industry. 

Further Remedies. 

167. The system of currency which we have dealt with 
in §§ 116-166 is that which is usually known under the 
name of bimetallism. We have examined it at length, 
partly on account of the weight of authority by which it 
is supported, and partly because, if the serious nature of 
the evils described in §§ 69-113 be admitted, no other 
proposal which has been submitted to us appears to apply 
so complete and practical a remedy. 

Two schemes have indeed been suggested for attaining 
the end in view. 

According to one proposal the standard coin would be 
composed of both metals in certain specified proportions. 
This could be effected either by fusing the two metals and 
forming an amalgam coin, or by the insertion of a small 
disc of gold in the center of a silver coin. 

The practical difficulties in the way of both the manu- 
facture and the use of such a coin appeared to us so great 
that we did not subject either form of the proposal to a 
minute examination. 

168. A plan presenting fewer difficulties has been sub- 
mitted to us by Professor Marshall. His suggestion is that 
the currency should consist of paper issued against de- 
posits of the two metals in certain defined proportions. 
Any person bringing to the Issue Department the required 
quantity of gold and silver bars would receive the equiva- 
lent in currency. 

The principal advantage claimed for this plan is that 
the currency would be really bimetallic, that is to say, 
it would necessarily always consist of the two metals in 
the prescribed proportions, and not of that one alone 
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which happened to be for the moment most easily pro- 
cured. 

Its effect upon the production of the two metals would, 
it is said, also be beneficial, as it would encourage the pro- 
duction of the metal which was being produced at the 
greatest cost, instead of the reverse, which would be the 
case under what is ordinarily known as bimetallism. 

On the other hand, if the supply of one metal was ma- 
terially reduced, a contraction of the currency would not 
be avoided; and to ensure the effective operation of the 
scheme it would be necessary that all the important silver- 
using countries, and especially India, should be included 
in the arrangement. 

To this proposal also we have not thought it necessary 
to give a prolonged consideration. Any scheme which in- 
volves so great an alteration in our system of currency 
would be so opposed to the traditions and prejudices of 
the people of this country, that we think some considerable 
period of time must elapse before it will have gained that 
amount of support among the public which will entitle it 
to be considered as a practicable proposal. 

169. A third suggestion is that the system now in force Maintenance 
in the Latin Union, the United States, and Holland, 
namely, the maintenance of both metals as legal tender boiteux.»» 
to any amount with free coinage for gold alone, and a 

large, though limited, coinage of silver, should be ex- 
tended to all countries. 

From the experience of those countries, it is urged that 
a considerable amount of silver can be kept in circulation 
side by side with gold at a rate greatly exceeding its mar- 
ket value ; and it is contended that if their practice were 
generally carried out, a great additional demand for silver 
would be created, and its use would be so extended as to 
keep its value relatively to gold at a more uniform level, 

170. We may here refer to certain proposals of a some- 
what similar character which arose out of the proceedings 
of the International Conference on the monetary question 
held at Paris 1881. 
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It was then suggested that the fall in the value of silver 
might be alleviated if the Bank of England would under- 
take to make use of the power which it possesses under 
the provisions of 7 & 8 Viet. cap. 32, of holding one-fifth 
of its bullion reserve in silver; such an undertaking being 
coupled with a pledge that the Governments of the United 
States and of the countries forming the Latin Union would 
re-open their mints to the free coinage of silver. 

The Directors of the Bank having been consulted on 
this proposal pointed out in reply that they were com- 
pelled by law to pay all their notes in gold, and that they 
could not therefore take any step which was likely to 
infringe this principle ; but that if the mints of other coun- 
tries returned to such rules as would ensure the certainty 
of conversion of gold into silver and silver into gold, they 
saw no reason why they should not exercise the discretion 
entrusted to them of holding a portion of their reserve in 
silver, without interfering with the obligation imposed 
on them by law of receiving gold in exchange for notes 
and paying notes in gold on demand. 

171. In the early part of 1882 a further suggestion was 
made by the Italian Government that, failing a bimetallic 
arrangement, an international agreement might be ar- 
rived at on some such basis as the following : — 

The States of the Latin Union to undertake for a fixed 
period, say five years, to coin silver annually to the 
amount of at least half a franc per head of popula- 
tion: 

The United States of America to coin at least 3,000,000 
silver dollars a month during the same period : 

The Government of India to maintain the unrestricted 
coinage of silver: 

The Government of the United Kingdom to raise the 
legal tender limit of silver from 405. to 20^. ; to coin 
a minimum amount of 500,000Z. in silver annually; 
and the Bank of England to hold one-fifth of its re- 
serve in silver: 

The Government of Germany to undertake not to sell 



FINAL BEPOET. ^PABT I, 


129 


any silver for five years, and to substitute silver coins 
for the gold five-mark pieces and some of the smaller 
denominations of notes. 

No definite answer appears to have been given to these 
proposals, and up to the present date they have not been 
acted upon. 

172. A further suggestion for promoting the more ex- 
tended use of silver, as well as economising gold, is that 
the half-sovereigns circulating in this country should be 
called in and notes to the value of IO 5 . and 20^. each should 
be issued against silver in place of them. 

173. Complaints are also made that the use of silver Eepeaiof 
for industrial purposes is much restricted owing to the 

duty of Is. 6d. per oz. which is levied on silver plate manu- ^ 

factured in this country or imported from abroad. 

The duty is said to bear with special severity upon those 
branches of Indian industry which are engaged in the 
manufacture of silver plate or ornaments. 

Not only does the duty (which now amounts to upwards 
of 40 per cent, on the value of the raw material) restrict 
the demand for manufactured silver, but, owing to the 
Hall-mark regulations, only silver of the authorized stand- 
ard can be introduced into this country for purposes of 
trade, the importation of lower grades being prohibited 
except for private use ; and the rupee standard in India 
is slightly below the standard required by the Hall-mark 
regulations in this country, its millesimal fineness being 
916, as against 925. 

The repeal of the duty has been repeatedly urged by 
the Government of India in the interests of those engaged 
in the industry in that country; and the amount of revenue 
which is now raised from it (between 50,000^. and 60,000Z. 
per annum) is so small that it could be surrendered with- 
out creating any serious disturbance of the financial equi- 
librium. 

The main diflSculty which is understood to stand in the 
way of the repeal of the duty is the question of the draw- 
back to be granted on the plate now in the manufacturers’ 
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hands which has already paid the duty ; but the concession 
of the drawback might be limited to a moderate period, 
say three years, and this difficulty ought not to be an in- 
superable obstacle in the way of a desirable reform. 

174. One common object of all the proposals above de- 
scribed is to meet the difficulties and inconveniences of the 
existing situation by promoting the more extended use of 
silver. 

Suggestions have also been made for avoiding the ex- 
isting pressure upon the stock of gold in the world by still 
further economising its use. 

The most practical proposal from this point of view 
is that for the introduction of a fiduciary issue of IL notes 
in this country. 

Such a measure would, it is said, set free a sum esti- 
mated at from 8,000,000?. to 20,000,000?. sterling, which 
would be available to meet the large demand for gold in 
America and elsewhere. 

Any result, however, which could be produced by the 
release of this amount of gold would be very transitory 
in its effects, even if it be assumed that it would have any 
influence upon the level of prices or the commercial in- 
terests of the world. 

Considering the many serious questions with regard to 
our financial policy, and other matters not immediately 
connected with our inquiry, which would be raised by such 
a measure, and the very slight effect it might have upon 
the relative value of the precious metals, we have not 
thought it necessary to give a prolonged consideration 
to the proposal or to pronounce a decided opinion upon it. 

175. It has further been suggested that the difficulties 
of the Government of India, so far as they arise from 
the difference between the standard of value in that coun- 
try and the United Kingdom, might be removed or modi- 
fied by the adoption of a gold standard in India, while 
retaining the existing silver currency. The first step to- 
wards such a measure would be to raise, by artificial 
means, the gold value of the rupee to any point which 
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might be decided on, either by stopping the free coinage 
of silver in India, or by imposing such a seigniorage as 
would raise the cost of a silver rupee to its gold value; 
while at the same time British or Indian gold coin would 
be made legal tender for all payments to the Government 
concurrently with the rupee at the fixed rate. 

176. A proposal of this character was submitted by the 
Government of India to the Home Government in 1878, 
and was referred for consideration to a Departmental 
Committee, who reported that they could not recommend 
the proposal for adoption. 

The principal objections which are urged against it 
are — 

(a.) That by enacting a gold standard without a gold 
currency it would be practically equivalent to the estab- 
lishment of an inconvertible token currency. 

This difficulty it is said would only be of importance if 
gold was required for export ; and the flow of the standard 
metals is at present, and is likely to remain in the direc- 
tion of India. For internal use the existing rupee currency 
would be sufficient. 

(b.) That the closing of the only mint now open to the 
free coinage of silver might have so serious an effect upon 
the market value of the metal that it would be impossible 
to maintain the rate of exchange fixed upon. 

(c.) That it would not meet the real difficulty of the 
present situation in India, which is that, owing to the fall 
in all gold prices, a larger amount of produce has to be 
exported in payment of gold debts ; and that consequently 
any apparent gain to the government of India would be 
balanced by a corresponding loss to the people of that 
country. 

(d.) The danger of illicit coinage, which would be 
greatly increased if the exchange value of the rupee were 
raised much above its intrinsic value. 

To this it is replied that the danger, such as it is, al- 
ready exists not only in England, but on the Continent ; 
but it is not believed that any serious amount of illicit 
coinage takes place. 
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177. Another proposal of a similar character is to make 
gold legal tender in India at a rate to be fixed by the Gov- 
ernment from time to time. Snch a measure would, it is 
urged, bring into use for currency purposes the large 
hoards of gold which are known to exist in the country; 
and the ratio, which would at first be fixed according to 
the market value of the two metals, would gradually tend 
to approximate to that which subsisted before the recent 
divergence. 

Conclusions as to the Causes of the Divergence in the 
Eelative Value of the Precious Metals. 

178. We will now proceed to state the conclusions to 
which we have been led by a consideration of the several 
arguments set forth in the previous pages. 

179. We have pointed out that the phenomena with 
which we had to deal were (a) extensive fluctuations, and 
(6) a considerable fall in the gold price of silver, which 
have manifested themselves since 1873. 

For forty years preceding that date there was a differ- 
ence of only 2%^- between the highest and lowest annual 
average price of bar silver in London. Between 1873 and 
1887 the difference was 14%d. 

Not only have the variations in price covered this 
greatly extended range during the later period as com- 
pared with the former, but the fluctuations from time to 
time in the course of a month, or even of a few days, have 
been much greater. 

180. The first point which naturally invites attention 
as an explanation of the fall in the gold price of silver in 
recent years is the large increase in the production of 
silver, coincident with some diminution in the production 
of gold. 

The annual average production of the former metal, 
according to Dr. Soetbeer^s estimate, haS' increased from 
1,339,085 kilogrammes, valued at 11,984, 800?., in the five 
years 1866-70 to 1,969,425 kilogrammes, valued at 
17,232,450?., in the five years 1871-75, and to 2,861,709 
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kilogrammes, valued at 21,438,000?., in the five years 
1881-85 ; thus showing an increase between the first and 
last periods mentioned of upwards of 100 per cent, in 
quantity and nearly 80 per cent, in value. 

On the other hand, according to the same authority, 
the annual production of gold, which averaged 195,026 
kilogrammes, equivalent to 27,206,900?., from 1866 to 1870, 
fell off to 173,904 kilogrammes, or 24,260,300?., from 1871 
to 1875, and to 149,137 kilogrammes, or 20,804,900?., be- 
tween 1881 and 1885, a diminution of nearly 25 per cent. 

181. In addition to changes in the relative production changes in 
of the two metals during the last 15 years, there appears the demand, 
to be ground for the allegation that there has been during 

that period both increased use of gold and diminished use 
of silver for currency, resulting from changes which were 
made in the currency systems of various countries im- 
mediately before, or during, that period. 

182. The amount of gold actually coined in Germany Gold, 
since 1871 has been upwards of 98,000,000?., of which 
about 80,000,000?. is said to represent the new demand. 

But a considerable proportion of this new demand ap- 
pears to have been satisfied prior to or in 1872 and 1873, 

as the German coinage in those two years amounted to 
50,000,000?. ; and there seems reason to believe that some Q* 
portion of this gold was taken from hoards of that metal 
in France which were not previously in circulation. 

It is also to be observed that while in the years 1866-70 
the United States retained on an average 2,533,000?. a year 
out of their own home production, in the period from 1871 
to 1875 they exported nearly 1,500,000?. in excess of the 
quantity produced in the country in those years. 

The force of the United States demand did not begin 
to make itself felt until the middle of the year 1877 ; but 
since that date the use of gold in that country has in- 
creased very largely, the value of the metal absorbed dur- 
ing the ten years 1876-85, having been 112,589,600?., as 
against 11,196,000?. in the 10 years immediately preceding. 

There has also been a certain demand, though of a less 
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important character, owing to the requirements of Italy, 
Holland, and the three Scandinavian countries. 

On the whole there can he very little doubt that there 
has been a considerable increase in recent years in the 
use of gold for purposes of currency. 

SiiTer. 183. Turning next to silver, it is very difficult to esti- 

mate the extent to which the use of this metal has dimin- 
ished in Europe and America owing to currency changes. 

No doubt the adoption of a gold standard in Germany 
diminished the demand for silver in that country; but on 
the other hand there has been a very large coinage of 
silver in the United States during the last 10 years, 
amounting to upwards of 300,000,000 dollars, while in the 
10 years preceding 1873, the currency in that country was 
paper and but very little silver was coined. 

When all the facts are taken into account it seems 
doubtful whether there has been on the whole any great 
diminution in the use of silver for currency purposes. 

184. The silver placed on the market by Germany since 
1873 is another element which must be taken into account. 
The amount actually sold and thus added to the supply 
available for the use of the world was not very large, but 
the mere fact of the sale and demonetisation even of the 
amount in question would probably tend to discredit sil- 
ver, and produce an effect upon the market disproportion- 
ate to the amount which was actually sold, if the latter 
were regarded merely as an addition to the supply. The 
sales of the German silver, however, practically ceased in 
1878 or 1879, and this influence has therefore probably 
ceased to operate directly since that date, though appre- 
hensions of further supplies being thrown upon the mar- 
ket may have exercised a depressing effect. 

185. It cannot be doubted that in the circumstances to 
which we have called attention, as marking the period 
since 1873, we see causes at work which would tend to 
render silver less valuable as compared with gold, and 
so to diminish its gold price. But it is very difficult to 
measure the force of this tendency, especially when we 
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regard not merely the changes in the relative production 
and use of the two metals, hut the ratio which the in- 
creased production of silver on the one hand, or the 
diminished production of gold on the other, bears to the 
existing stock of those metals respectively. 

186. It must be borne in mind that in the case of other 
commodities the effect of changes in the supply and de- 
mand is both more marked and more immediate. These 
commodities are generally produced for the purpose of 
consumption at an early date or within a comparatively 
short period. The supply at any time available for the 
market, or capable of being placed on it at short notice, 
is therefore a very important element in the process by 
which its value is fixed. 

The precious metals on the other hand are but to a 
slight extent consumed, and the available supply consists 
of the accumulations of previous years. 

It follows, therefore, that in their case a diminution or 
an increase in the new supply is of less importance than 
in the case of consumable articles, and that an increase 
or diminution in demand has also a smaller effect. The 
important consideration with regard to them at any one 
moment is rather the relation between the total stock then 
in existence and the then existing demands upon it. 

187. When we examine the marked contrast which the 
period prior to 1873 presents to later periods, and the 
extensive changes in the relative production of the two 
metals which took place during the earlier period, it seems 
impossible to conclude that the circumstances connected 
with the supply sufficiently account for the altered condi- 
tions in the relative value of silver and gold since that 
date. 

In the 40 years between 1833 and 1873, which include 
the period of the great gold discoveries, and the conse- 
quent increase in the available supply of that metal, but 
little change in the gold price of silver can be observed. 

In the 10 years from 1831 to 1840, the proportion which 
the value of the silver produced bore to that of the gold 
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was as 1*86 to 1. In the five years from 1851 to 1855, the 
proportion had fallen to *288 to 1. Yet the market value 
of silver only varied between 15-75 to 1 in the former 
period, and 15 -41 to 1 in the latter. 

On the other hand, if we compare the five years 1871 
to 1875 with the five years 1876 to 1880, we find that the 
proportion borne by the production of silver to that of 
gold was -710 to 1 in the first period, and -794 to 1 in 
the latter. But this change, almost insignificant when com- 
pared with those to which we have called attention above, 
coincided with a fall in the market value from 15*97 to 
1 to 17-81 to 1. 

188. Examining the figures a little more closely, and 

taking the statistics of production for each year which 
were laid before the Select Committee of the House of 
Commons on the Depreciation of Silver by Sir Hector 
Hay in 1876, we find that from 1861 to 1872 the annual 
production of gold had been diminishing from 22,760,000J. 
to 19,910,000^., while that of silver had increased from 
8,540,000i. to 13,050,000L, and that this important change 
took place without any great variation in the gold price 
of silver. The average price of bar silver in the former 
year was and in the latter GOYied. 

It is true that since 1872 the changes in the demand for 
the two metals have taken place which we have dwelt 
upon above; but an increase or diminution of demand 
would not be likely by itself to have a greater effect upon 
the relative value of the two metals than an increase or 
diminution of supply to the same extent. 

189. Looking, then, to the vast changes which occurred 
prior to 1873 in the relative production of the two metals 
without any corresponding disturbance in their market 
value, it appears to us difficult to resist the conclusion 
that some influence was then at work tending to steady 
the price of silver, and to keep the ratio which it bore to 
gold approximately stable. 

190. There is another fact, to which we have already 
drawn attention, pointing decidedly in the same direction. 
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Prior to 1873 the fluctuations in the price of silver were Marked 


difference in 


gradual in their character, and ranged within very narrow fluctuations 
limits. in recent 

Thus in the year 1872 the margin between the highest yea™- 
and lowest quotations in each month was as under : — 


January . 
February 
March . . . 
April . . . 
May .... 
June .... 
July .... 
August . . 
September 
October . . 
November 
December 


d. 

% per oz. 

% 

Vs 

% ’’ 

Vie 

% 

Vs 

V4 

Vs ” 

1/4 . >> 

V 2 

Vs 


First report, 
Appendix I. 


While in the year 1886 the corresponding figures are as 
follows : — 


January 

d. 

%6 per oz. 

February 

V 16 ” 

March 

%8 ” 

April 

lyie ” 

May 

ly. ” 

June 

“/l6 ” 

July 

2%6 ” 

August 

% ” 

September 

2% ” 

October 

1% ” 

November 

lys ” 

December 

1% ” 


It will be observed that the maximum variation in the 
former year was %d,f and the average not quite Vied,, 
while in the latter year the maximum was 2Vied,, and the 
average nearly V/sd. It has not been, and indeed hardly 



138 BOYAL COMMISSION ON OOLD AND SILVEB: 

could be, suggested that this difference can be accounted 
for by changes in the relative production or actual use 
of the two metals. 

191. The explanation commonly offered of these con- 
stant variations in the silver market is that the rise or 
depression of the price of silver depends upon the brisk- 
ness or slackness of the demand for the purpose of remit- 
tance to silver-using countries, and that the price is 
largely affected by the amount of the bills sold from time 
to time by the Secretary of State for India in Council. 

But these causes were, as far as can be seen, operating 
prior to 1873, as well as subsequent to that date, and yet 
the silver market did not display the sensitiveness to these 
influences from day to day and month to month which it 
now does. 

Effect of the 192. These considerations seem to suggest the existence 
tS^bimTtaUic some steadying influence in former periods, which has 
law in the ^ow been removed, and which has left the silver market 
Latin Union, subject to the free influence of causes, the full effect of 
which was previously kept in check. 

The question therefore forces itself upon us : — ^Is there 
any other circumstance calculated to affect the relation 
of silver to gold which distinguishes the later period from 
the earlier? 

Now undoubtedly, the date which forms the dividing 
line between an epoch of approximate fixity in the relative 
value of gold and silver and one of marked instability, 
is the year when the bimetallic system which had pre- 
viously been in force in the Latin Union ceased to be in 
full operation; and we are irresistibly led to the conclu- 
sion that the operation of that system, established as it 
was in countries the population and commerce of which 
were considerable, exerted a material influence upon the 
relative value of the two metals. 

So long as that system was in force we'^think that, not- 
withstanding the changes in the production and use of the 
precious metals, it kept the market price of silver approxi- 
mately steady at the ratio fixed by law between them, 
namely, 15y2 tol. 
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When once the conclnsion is arrived at that this was 
the case, the circumstances on which we have dwelt as 
characterising the period since 1873 appear amply suffi- 
cient to account for the fall in the price of silver, tending 
as they all do in that direction ; and the fact that on any 
particular day the supply of silver and of Council hills 
may be large while the need for remittances is small, and 
vice versa, would explain the constant fluctuations in the 
price of silver which have manifested themselves in recent 
years. 

193. Nor does it appear to us a priori unreasonable to 
suppose that the existence in the Latin Union of a bi- 
metallic system with a ratio of 15^^ to 1 fixed between the 
two metals should have been capable of keeping the mar- 
ket price of silver steady at approximately that ratio. 

The view that it could only affiect the market price to the 
extent to which there was a demand for it for currency 
purposes in the Latin Union, or to which it was actually 
taken to the mints of those countries is, we think, falla- 
cious. 

The fact that the owner of silver could, in the last re- 
sort, take it to those mints and have it converted into coin 
which would purchase commodities at the ratio of 15^/^ 
of silver to one of gold, would, in our opinion, be likely to 
affect the price of silver in the market generally, who- 
ever the purchaser and for whatever country it was des- 
tined. It would enable the seller to stand out for a price 
approximating to the legal ratio and would tend to keep 
the market steady at about that point. 

194. It has been urged that during the earlier of the 
two periods which we have been contrasting, the condi- 
tions which existed from time to time were favourable 
to the maintenance of the legal ratio ; that the great influx 
of gold towards the middle of this century found France 
with a large stock of silver, and that this silver, owing to 
exceptional circumstances, had a ready outlet to India. 

But we do not think this affords an adequate solution of 
the problem without taking into account the existence of 
the bimetallic system. It may be true that the circum- 
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stances referred to were conditions which helped to make 
the bimetallic system operative. But, as we have observed 
before, circumstances and conditions of a like nature have 
been more or less operative both before and since 1873, 
and yet the effect on the relative value of the two metals 
has been very different. 

195. It is said that the altered circumstances since 1873 
would have rendered it impossible to maintain silver at 
the former ratio, even if the Latin Union had not aban- 
doned the free mintage of silver, and that sooner or later 
the bimetallic system must have broken down and its 
steadying influence have ceased. 

To estimate the force of causes without adequate ex- 
perience of their effects in the past is a matter of extreme 
difficulty. But even if it were true that the Latin Union 
would not have been able down to the present time to 
preserve silver from falling below the legal ratio, this 
does not prove that the views which we have propounded 
as to the causes of the former stability of the gold price 
of silver and of its present unstable condition, are in- 
correct. 

Whether silver would ultimately have fallen to its pres- 
ent price, and whether the Latin Union could now, by 
reversing its action and re-opening its mints, restore sil- 
ver to its former gold value, and re-establish the former 
condition of stability, are questions very material to an- 
other part of the case, but the determination of which is 
not essential to the particular point with which we are 
now dealing. 

196. It is also said that such effect as the bimetallic 
system has had in keeping the relative value of gold and 
silver steady was due to the accidental circumstance that, 
at the time of the gold discoveries, France was saturated 
with the appreciating metal silver; and that if the dis- 
coveries had been of silver and not of gold, France, hav- 
ing no gold to part with, could not have kept down the 
silver price of gold or have kept up the gold price of sil- 
ver. To this our answer is that we are for the moment 
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concerned with what has actually happened, and that for 
our present purpose we need not consider what might 
have happened had the circumstances been different. 

197. It has been suggested that the fall in the price of 
silver is to be accounted for exclusively by the apprecia- 
tion of gold in relation to all commodities, arising from 
increased demand for that metal, or, as it is put by some 
advocates of the view owing to a contraction of the cur- 
rency which has caused all prices to fall. 

We shall have to discuss hereafter the questions of the 
suggested appreciation of gold and contraction of the cur- 
rency ; but dealing with them now only as an explanation 
of the fall and fluctuations in the gold price of silver, we 
have no hesitation in saying that, in our opinion, they 
cannot be regarded as of themselves adequate to account 
for the phenomena we have witnessed. 

If gold be now appreciated, in relation to commodities 
generally, owing to diminished production, it is equally 
clear that it was depreciated in relation to commodities 
at the time of the large gold discoveries of 30 or 40 years 
ago ; and yet the gold price of silver did not then rise with 
that of many other commodities. Why then, even assum- 
ing the appreciation of gold in relation to commodities 
generally, should the reverse process take place now, un- 
less some condition existed then which is absent nowf 

If the active maintenance of the legal ratio in the Latin 
Union had the effect which we are disposed to attribute 
to it, the difference between the two epochs would, even 
on the assumption with which we are now dealing, be ac- 
counted for. 

198. To sum up our conclusions on this part of the case, 
we are of opinion that the true explanation of the phe- 
nomena which we are directed to investigate, is to be 
found in a combination of causes and cannot be attrib- 
uted to any one cause alone. The action of the Latin Union 
in 1873 broke the link between silver and gold which had 
kept the price of the former, as measured by the latter, 
constant at about the legal ratio ; and when this link was 
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btoken, the silver market was open to the influence of all 
the factors which go to affect the price of a commodity. 
These factors happen since 1873 to have operated in the 
direction of a fall in the gold price of that metal, and 
the frequent fluctuations in its value are accounted for 
by the fact that the market has become fully sensitive to 
the other influences to which we have called attention 
above. 

199. Down to this point we have been able to maintain 
an agreement among ourselves as to the terms of our Re- 
port; but in considering our conclusions on the question 
to what extent the fall in the gold price of silver has taken 
the form of an appreciation of gold or a depreciation of 
silver, as well as on the remaining questions submitted 
to us, such a divergence of opinion manifested itself that 
we have found ourselves under the necessity of stating 
our opinions in the separate documents which follow. 

Before, however, we pass from our statement of the 
conclusions upon which we are agreed, we desire to ex- 
press the sense which we all entertain of the high value 
of the services rendered to the Commission by the secre- 
tary, Mr. G. H. Murray. His zeal and ability have greatly 
assisted us in our labours. 

All which we humbly submit for Your Majesty^s gra- 
cious consideration. 

(Signed) HERSCHELL. 

LOUIS MALLET. 

ARTHUR JAMES BALFOUR. 

HENRY CHAPLIN. 

C. W. FREMANTLE. 

JOHN LUBBOCK. 

T. H. FARRER. 

W. H. HOULDSWORTH. 

D. BARBOUR. 

J. W. BIRCH. 

LEONARD H. COURTNEY. 

SAMUEL MONTAGU. 

Geo. H. Murray, Secretary. 

October 1888. 
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PABT IL 

1. The question whether the change in the relative value 
of gold and silver is due rather to appreciation of gold 
or depreciation of silver is so much involved in the con- 
sideration of the fall of prices, which is said to be 
connected with that changed relation and with the cir- 
cumstances which have led to it, that in order to avoid 
repetition we have thought it convenient to defer the dis- 
cussion of this question to a later part of the report. 
Our conclusions with regard to it will be found below in 
§ § 47 and 71. 

CONCLUSION'S AS TO THE EviLS SAID TO HAVE BESULTED FBOM 
THE Changes in the Relative Value of the 
Pbecious Metals. 

2. We will now proceed to consider the evils which are 
said to have resulted from the recent changes in the rela- 
tive value of the two metals. 

We have already drawn attention to the fact that the 
phenomena observable have been, that constant fluctua- 
tions in the relative value of gold and silver have taken 
the place of approximate fixity, and that there has been 
on the whole a considerable fall in the gold price of silver. 

3. It is alleged that both the fluctuations and the fall 
have been followed by serious and embarrassing conse- 
quences. 

In dealing with this part of the case we shall, as far as 
possible, treat separately the evils which are traced to 
the fluctuating character of the relation between the two 
metals and those which are alleged to have their origin 
in the fall in the gold price of silver, or in circumstances 
which have affected or are affecting the two metals and 
their relation to one another. It is not easy, and indeed 
not always possible, to preserve this distinction; as the 
consequences alleged to flow from these causes touch at 
so many points and are so closely connected. 

I. Evils besulting fbom Fluctuations. 

4. We will consider first the effects of the change from 
a fixed to a fluctuating relation between the two precious 
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metals ; for we are here on less debateable ground, and 
the views presented to us differ rather in their estimate 
of the extent and importance of the effects produced, than 
as to the existence of the effects. 

5. The most obvious of these is the inconvenience which 
arises in the exchange between gold-using and silver-using 
countries. 

This is no doubt reduced to a minimum by the action of 
exchange banks and telegraphic transfers. Where the cur- 
rents of trade in opposite directions between the two 
countries are more or less constant and uniform, the risk 
to the exchange banks in undertaking these transactions is 
but small, however frequent the fluctuations. They are 
therefore able and willing to undertake them without any 
very burdensome cost to the trader. 

“V^ere, however, the counter currents of trade are less 
constant, as is said to be the case between this country 
and China, the burden imposed on commerce is no doubt 
at times somewhat greater. 

6. It must be borne in mind that the fluctuations in ex- 
change, even in a single day, have of late years often been 
considerable, and inasmuch as it is not always possible to 
close the transaction on both sides, and make the settle- 
ment of the exchange simultaneously, some risk to the 
merchant is at times inevitable. 

Besides this it is said that the exchange difficulty tends 
to limit trade, and to restrict it to those cases in which a 
contract of sale and purchase can be made in the two 
countries at the same time. 

It has been stated that in the trade between Chili and 
England, there has been a tendency, owing to exchange 
difficulties, to diminish trading upon credit, and to sub- 
stitute cash transactions, and that this has the effect of 
contracting the commerce between the countries within 
narrower limits than would otherwise be the case. 

Chili has a depreciated paper currency, but the fact is 
used as an illustration of the commercial disadvantages 
arising generally from fluctuations in exchange between 
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gold-using countries and those possessing a currency 
which is depreciating in relation to that metal. 

7. It must also be remembered that there are certain 
risks which arise from, or are aggravated by, the fluctua- 
tions of exchange, and against which a merchant cannot 
practically protect himself by any of the expedients to 
which we have referred. 

Obstacles, for example, sometimes arise to prevent a 
contract being carried out at the appointed time; and 
there are cases in which this would be of comparatively 
little moment if the exchange were stable, but in which 
the merchant may be subjected to a serious loss if, with 
a heavy fall of exchange in the meantime, the purchaser 
is enabled to refuse to receive the goods. 

8. Some witnesses representing the trade of Lancashire 
have deposed that when a heavy fall in the exchange 
takes place the trade in cotton goods is sometimes brought 
for a shoi*t time almost to a standstill. 

Statistics do not appear to afford evidence in support 
of the view that trade between this country and India has 
been diminished from this cause. 

The exports to India have increased at a greater rate 
than those to gold-using countries. This statement is, how- 
ever, open to the criticism that this expansion of trade is 
partly due to obvious causes, such as the development of 
railways and the removal of import duties in India, and 
the operation of protective tariffs in certain foreign coun- 
tries, and that it would have been greater still if the ex- 
change had remained steady. 

It must further be admitted that there has not been a 
similar expansion of the exports from this country to 
China. 

It must be borne in mind, however, that this is to some 
extent accounted for by the growing competition of In- 
dian exports of cotton goods to China, and of Indian with 
Chinese tea in the English markets, which would both 
tend to diminish the export of goods from this country to 
China. And it must be noted that there has been of late 
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a large increase in our exports of cotton goods to tliat 
country. 

9. However much opinions may differ as to the extent 
of the evil arising from the increased difficulty which a 
fluctuating exchange interposes, we do not think its reality 
is open to question. 

We are not ourselves disposed to regard it as having 
hitherto limited or burdened to any very serious extent 
the commerce between this country and those having a 
silver standard. Nevertheless everything which hampers 
complete freedom of commercial intercourse between two 
countries, or which imposes on it any additional burden, 
is undoubtedly an evil to be avoided or removed if pos- 
sible. 

10. If, therefore, a remedy could be devised to accom- 
plish this end, without involving the risk of other disad- 
vantages, there cannot be two opinions that it would be 
worth while to apply such a remedy. 

Whether it is serious enough, t^en by itself, to ren- 
der it advisable to apply any remedy from which some 
risk is inseparable must depend on the nature of the par- 
ticular remedy, and our estimate of the severity of the 
risks it would entail, as compared with the gravity of the 
existing evil. Our views upon this point will appear when 
we come to discuss the expediency of adopting the reme- 
dies which have been suggested. 

11. Two other evils of a general character are also at- 
tributed to fluctuations in the gold value of silver, though, 
as regards one of these, the prejudicial effects are said 
to have affected gold-using countries more particularly. 

It is alleged that an unstable exchange between gold 
and silver has tended to foster trade between countries 
having the same standard to the prejudice of those having 
a different standard. 

12. It cannot be denied that the trade between two coun- 
tries having the same standard (or, what is practically 
the same thing, having different standards maintaining 
a stable relation to each other) is free from an obstacle, 
and to some extent a burden, to which trade is subject be- 
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tween countries having different standards varying in 
their relation to one another; and it may reasonably be 
assumed that whenever international trade is simpler in 
its operations and less burdened, it will have a tendency 
on that account to make better progress, and this to the 
detriment, it may be, of countries less favourably cir- 
cumstanced. 

It is alleged that practical proof of this is afforded by 
the growth of the trade in cotton yarns between India on 
the one hand, and China and Japan on the other, in recent 
years as compared with our trade in that commodity with 
the latter countries. 

This result is however attributed, even by those who 
attach weight to the argument, more to the fact that the 
fluctuations have on the whole been downward in their 
direction than to the mere fluctuations themselves. 

We will therefore defer the consideration of this point 
until a later period; merely observing that though the 
difficulty of an unstable exchange may have a tendency to 
foster trade between countries having the same standard, 
as against trade in the same commodities between coun- 
tries whose standards have not a fixed relation, we do not 
think, all other things being equal, that its effect in this 
direction is likely to be very considerable. 

It must be noted that alterations in the supply of one 
or other of the precious metals which, when no bimetallic 
link exists between them, cause or intensify fluctuations of 
exchange between gold and silver-using countries, might, 
if the relations between the metals were fixed, operate, 
though by a process slower and less severe, upon prices, 
and thus affect contracts or engagements to be performed 
or fulfilled at a future time. 

13. The second evil upon which stress has been laid is 
that a fluctuating exchange is alleged to discourage in- 
vestment by gold-using countries in silver-using countries, 
from which both sustain injury, the gold-using country 
losing an outlet for its surplus capital, and the silver- 
using country being deprived of that development which 
the employment there of such capital would produce. 

There are many, it is said, «who are unwilling to invest 
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money except when it yields a fixed or approximately fixed 
return, and, owing to the apprehensions of fluctuations in 
the relative value of gold and silver, this class of persons 
do not invest in India or China. 

This again is closely connected, by those who urge the 
point, with the circumstance that the fall in the gold value 
of silver aggravates the evil, and renders the person hav- 
ing capital to employ less willing to invest it there. It is 
said too that the Government of India are unwilling for 
the same reason to undertake public works to the extent 
to which they otherwise would. 

We think there is truth in the view thus presented, 
though it is very difficult to gauge the extent to which a 
real influence is exerted in hindering investment in silver- 
using countries ; especially having regard to the fact that 
English capital has been invested in the Indian mills 
whose competition is complained of, and that a large 
amount of English capital has been and is being invested 
in South America. 

14. In addition to the evils of a general character to 
which we have drawn attention, there is one specially 
affecting the Government of India which deserves the 
most careful attention. 

We allude to the effect upon the Indian finances of the 
obligation of the Government of that country to pay every 
year the interest on their gold debt, as well as to meet 
other fixed gold charges, while all their taxes are im- 
posed and received in silver. 

15. It is obvious that a fluctuating exchange must in 
consequence be the cause of serious embarrassment to the 
financial policy of the Indian Government. The estimates 
of receipts and expenditure may be prepared with the 
utmost care and accuracy, and yet an estimated surplus 
may become a deficit by a sudden fall in the exchange. 

So long as these fluctuations continue" it is impossible 
to count in any year upon a financial equilibrium; and 
the peculiar circumstances of our position in India render 
it specially difficult to make constant changes in the taxa- 
tion imposed upon the people. The difficulty is of course 
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intensified when the ultimate or general tendency of the 
exchange is continuously downwards, and the revenue 
can only be made to balance the expenditure by increased 
taxation, which it is very difficult to devise. 

Even if the assumption be well founded that the change 
is due to a fall in the value of silver, and that, the taxes 
in India being payable in rupees, a fall in the value of 
silver is in fact a diminution of taxation, and is therefore 
a relief to the people of India, it nevertheless constitutes 
a difficulty for the Government itself. 

16. Putting aside the difficulty which has already arisen 
from a fall in the past, there can be no doubt that the un- 
certainty created by the want of a fixed ratio, the ap- 
prehension of a further fall, and the impossibility of 
determining to what point that fall may reach, do make 
the task of the Government of India a very difficult one, 
and constitute a real and very serious evil. 

We have been much impressed by the views which have 
been urged upon us by the Government of India. We un- 
derstand that they regard the re-establishment of a fixity 
of ratio between gold and silver as of even greater mo- 
ment than the restoration of silver to its former value as 
compared with gold. 

We fully share their view as to the great importance of 
the subject, and the great advantage that would result to 
the Indian Government, with whose safe administration 
of the affiairs of that great Empire the interests of this 
country are so intimately connected, if a stable ratio be- 
tween gold and silver could again be relied upon. 

II. Evils conitected with the Changed Eelation op 
Silver to Gold. 

17. We have next to consider the evils attributed to or 
connected with the altered relation of silver and gold, 
other than those which result from fluctuations in ex- 
change between gold and silver using countries. 

These evils are, first, the effects upon the commerce of 
the country, and the relation of debtor and creditor, al- 
leged to be due to the fall in the price of commodities ; and 
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secondly, the special difficulties which have arisen in con- 
nexion with the finances of India, owing to the fall in the 
gold price of silver. 

18. Two explanations have been ofiFered of the connec- 
tion between the fall in the price of commodities and the 
altered relation of gold and silver. 

One is that which attributes the fall in the price of com- 
modities directly to the fall in the gold price of silver; 
the other is that which connects the fall with the appre- 
ciation of gold, which, it is suggested, has arisen in recent 
years from the diminished production of that metal, and 
its increased use owing to the currency changes which 
have occurred during that period, as well as to an increase 
of demand for it caused by, and indirectly due to, the re- 
sults of those changes. 

19. We will deal first with the latter point. 

There can be no question that the gold price of many, 
and probably of most, commodities has fallen during the 
last 15 years. In relation to these commodities it may, no 
doubt without inaccuracy, be said that gold has appre- 
ciated. That is another mode of expressing the fact that 
their price is lower. It may, however, also without in- 
accuracy, be said that in relation to gold these com- 
modities have depreciated. Which is the more accurate 
expression in any particular case will depend upon 
whether the altered relation of the commodity to gold has 
arisen from some change which has affected gold, such as 
a diminished supply, or some increase of demand owing to 
its use for purposes for which it was not formerly em- 
ployed, or whether this altered relation is connected with 
a change affecting the commodity, such as increased sup- 
ply or diminished demand. It may, however, have arisen 
partly from one and partly from the other, so that the 
true explanation of the fall in price may be that there 
has been both appreciation of gold and "depreciation of 
the commodity. 

20. It is only in so far as the fall in price is due to cir- 
cumstances affecting the standard of value that it comes 
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within the scope of onr inqiiity. A fall in the price of 
commodities which results from an increase in their sup- 
ply or a diminution in the cost of their production or 
transit does not appear to us to be of itself an evil, and 
if it were so it is one foreign to the subject which is re- 
ferred to us for consideration and report. 

21. There are indeed some who think that in an ideally 
perfect system of currency, whatever may have been the 
cause of an alteration in the relation of the standard to 
commodities, the standard ought to adjust itself to this 
variation, so that prices should remain constant. 

They point out that otherwise contracts to pay money 
at a future date are affected to the prejudice either of the 
creditor or the debtor by the change in the purchasing 
power of the standard; that the obligation, which ought 
to remain constant, varies in reality with its greater or 
less purchasing power. 

It may be questioned whether the strict idea would not 
require that the constancy of obligation aimed at should 
be to render the same labour rather than to transfer the 
same commodities, so that the sacrifice of toil in repaying 
an obligation should be the same as that which was in- 
volved in its creation ; but apart from this abstract criti- 
cism of an abstract theory there are practical difficulties 
opposing it. 

The view presented would not be without its force if all 
commodities and services changed in their relation to the 
standard simultaneously and pari passu, but this never 
has been, and practically never can be, the case, where the 
change arises from circumstances operating upon the dif- 
ferent commodities themselves. 

Even if it were practicable to adjust the standard in 
correspondence with an increase in the supply of any class 
of commodities or services, the result would be to alter 
its relation to things not comprised within that class the 
supply of which either had not been increased, or not to 
the same extent, and thus to bring about the very evil 
which it was sought to remedy. 

In our opinion, therefore, we must dismiss this theory 
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from consideration, and devote our attention exclusively 
to the question how far the fall in the price of commodities 
is due to currency changes. 

22. Eeliance is placed, by those who contend that the 
lower prices which now prevail are due to the apprecia- 
tion of gold, upon the index numbers which have been 
prepared by different authorities, to indicate the general 
course of prices. 

We have already drawn attention in §§ 60, 61 to the 
reasons which enforce caution in the use of this method of 
generalisation ; but we may in addition draw attention to 
the fact that, taking Dr. Soetbeer’s table, the index num- 
bers for the years between 1874 and 1883 were, with the 
exception of that of 1879, in each case as high as, or higher 
than, those of the years 1858 to 1861 inclusive, and that 
the number for each of the years 1880, 1882, and 1883 
differed by less than one per cent, from those of the years 
1865, 1868, 1869, and 1870. 

If, however, we turn from these general index numbers 
and examine the index numbers of the several commodi- 
ties which have been taken into account in arriving at 
the general index number for the year, it cannot be doubt- 
ed that a fall has taken place, especially in the most recent 
years, in the majority of the commodities in common use, 
and that in some cases the fall has been very heavy. 

23. The index numbers, as has been observed, take no 
account of the price of labour or services, or of the rent of 
houses or land. 

The facts with regard to wages, even in this country, 
are very difficult to ascertain. 

The report of the Eoyal Commission on the Depression 
of Trade (1886) in referring to the last 20 years states 
(para. 83) that, while during that period wages have risen, 
profits have fallen, and (para. 81) that there is no fea- 
^‘ture in the situation which the Commissioners have been 
‘‘called to examine so satisfactory as the immense im- 
“provement which has taken place in the condition of the 
“working classes during the last 20 years. 
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These conclusions, formed after a long and patient in- 
quiry, though they deal with real rather than nominal 
wages, and relate to a period dating hack to 1866, are 
scarcely consistent with the conclusion that the money 
wages of the labouring classes in general have been seri- 
ously diminished by the monetary changes which took 
place in and subsequently to 1873. 

Since the date of the report in question there has in this 
country no doubt been further depression, especially in 
the employment of agricultural labour, and this depres- 
sion has tended to depress other branches of the labour 
market. 

But although nominal wages have undoubtedly fallen in 
certain departments of industry, we have no evidence to 
show that they are generally lower than they were 15 
years ago ; and the reports of the Labour Correspondent 
of the Board of Trade show that during the past 12 
months there has been a steady improvement in the skilled 
labour market, both as regards the rate of wages and the 
numbers employed. 

We have no statistics of retail prices, but there can be 
little doubt that though they have fallen considerably, the 
fall has not been so great as in the ease of wholesale prices. 
This again points to the fact that wages have not fallen 
to anything like the same extent as the wholesale price of 
commodities, for the wages of labour are an important, 
if not the most important, element in determining the dif- 
ference between wholesale and retail prices. 

There does not appear to be any evidence that the sala- 
ries of clerks and others, outside what may be termed the 
wage-earning classes proper, have decreased, and al- 
though some house rents have fallen, it seems questionable 
whether, except as regards the more expensive class of 
houses which are inhabited by the wealthy, there has been 
any general diminution of house rent. 

24. At the outset of our investigation we are confronted 
by the fact that the fall in prices has been neither uni- 
versal nor uniform. It will be seen that it did not com- 
mence as regards all commodities, even approximately at 
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the same time, nor has it proceeded at the same rate or to 
the same extent. 

A fall of prices arising from the appreciation of gold 
alone must, other things remaining the same, ultimately 
he both universal and uniform. 

But it has been pointed out by some economists, and 
notably by Professor Cairnes, that alterations of price 
due to a change in the standard (he was speaking of the 
depreciation of gold after the great gold discoveries) do 
not and are not to be expected to affect all commodities at 
the same time. In the case of the depreciation of gold aris- 
ing from the gold discoveries, a most potent factor in the 
raising of prices was found to be the rise in wages which 
was brought about, with its consequent effect upon the 
prices of commodities in the production of which labour 
was one of the elements. Reasons were also suggested 
why the rise of price was not uniform in the case of all 
commodities. It was pointed out that the price of animal 
would be affected at an earlier date than that of vegetable 
products, inasmuch as the latter could be increased in 
quantity to meet an increased demand with greater rapid- 
ity than the former. 

In the case of the suggested appreciation of gold, which 
we are now considering, the fall in the price of commodi- 
ties has certainly not come about from a fall in the cost 
of labour, and the various products have not been affected 
in the same order. 

We have had no sufficient explanation offered of the 
phenomena which have manifested themselves, assuming 
them to be entirely due to appreciation of the standard. 
It has not been shown why its effect upon the various 
commodities has been so different in point of time, and of 
extent ; and a careful survey of the varying prices of com- 
modities at once suggests that, even if there has been an 
appreciation of the standard, some other causes must have 
been at work, affecting particular commodities, so as to 
depreciate them in relation to gold. 

We have in § 61 of the foregoing report drawn atten- 
tion to the fact that if the period from 1881 to 1885 is 
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compared with the period 1866 to 1870, which shortly pre- 
ceded the occurrences alleged to have resulted in the ap- 
preciation of gold, the classes which include animal food 
and fruits, oil and wine, rose in price, whilst colonial prod- 
uce remained stationary, a fall being exhibited in agri- 
cultural and mineral produce and textile materials. Again 
turning to Mr. Sauerbeck’s classification of his index num- 
bers we find that while, with the exception of the years 
1877 and 1878, the fall in the price of vegetable food prod- 
ucts was continuous from 1873 to 1885, and in the latter 
year was very rapid, the price of animal food was, with 
the exception of 1879, as high or higher in every year be- 
tween 1872 and 1883 than in 1872, and the fall has only 
manifested itself since the latter date, and that not to an 
extent at all comparable to the fall in the price of vege- 
table food. 

There has recently been a rise in the price of many im- 
portant commodities, and also in freights, which certainly 
receives no adequate explanation from any change in the 
supply of or demand for gold. It cannot be contended that 
there has been, of late, anything to cause a substantial 
depreciation of that metal. 

25. We do not think that the causes, other than those other causes 
relating to the standard, which have been operating to Operated to 
produce a fall of price, are far to seek. When we examine produce a 
the case of individual commodities we see factors at work 
which fully account for a fall in their price, even if the 
standard had remained, so far as it was itself concerned, 
stable. 

Take for example the case of wheat. The increase in the 
supply during recent years in many parts of the world, 
but especially on the American continent and in India, 
has been enormous. 

This has been due in a great measure to the fact that 
vast territories, consisting in some cases of virgin soil, 
have been opened up by the construction of railways, and 
become the means of creating supplies largely in excess 
of the needs of those engaged in their production. 

In addition to this the cost of transit from these coun- 
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tries to other parts of the world has very much dimin- 
ished. The development of railways to which we have 
alluded has proceeded with striking rapidity during the 
last 15 years,* especially in America and India, and in 
the latter case the opening of the Suez Canal has exer- 
cised a great influence in the same direction. 

The diminished cost of transport is also partly due to 
increased competition for the carrying of goods. Ship- 
building has at times proceeded at a greater rate than the 
increase of the commodities to be carried. Not only so, but 
the same quantity of wheat can now be carried, owing to 
improvements in machinery, with less expenditure of fuel 
and the employment of considerably less labour. 

All these things contribute to enable the markets of the 
world to be stocked at much less cost, and the wheat thus 
to be sold at a lower price. 

26. What has been said with regard to wheat may also 
be said in varying degrees with reference to many other 
commodities. The total output of coal and mineral ores, 
for example, has exhibited a remarkable increase, and in 
the case of metals, invention has conduced enormously to 
economy in the cost of production. It is true that the out- 
put of coal in this country has in the last two or three 
years been arrested or diminished; but this may be at- 
tributable to increased economy in the use of coal for in- 
dustrial purposes, and to the restrictions placed by many 
foreign countries upon the importation of coal and iron 
(which largely affects coal) ; and these causes have tended 
to aggravate the decline in prices. 

It has been said, and it may be with truth, that the de- 
velopment of machinery was as great in the 15 or 20 years 
which preceded 1874, as in the subsequent years, and that 
steam transport had been also largely developed in the 

* Down to the end of 1873 about 70,250 miles of railway had been con- 
structed in the United States. From a table in the 'Economist of Jan. 21, 
1888, it appears that during the last 14 years, ending 1887, no less than 
80,300 miles have been added. In India there were about 5,400 miles of 
railway in March 1873, whilst on tho Slst of March 1887 there were no 
less than 13,390, and, on the 31st of March 1888, 14,383 miles. 
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earlier period. But not only has the actual extension of 
railways and the cheapening of land and sea freight been 
greater in the subsequent years, but the effect of railways 
which had been previously made has been more felt. 

As above noticed, large new districts of great natural 
fertility, and rich in minerals, have been opened up, and 
consequently civilized countries have been furnished with 
an unprecedented quantity of raw vegetable and mineral 
products. 

The rise in the price of raw products during the period 
preceding 1875, exceeded the average rise of the prices of 
all commodities, while the fall in the prices of raw prod- 
ucts since 1875 has been above the average fall. Compar- 
ing therefore the earlier with the later period, the lower 
cost of manufacture was in the earlier period counter- 
acted by the higher cost of raw materials, whilst in the 
later period, not only was this not the case, but the cost of 
the raw materials has decreased simultaneously with the 
diminished cost of manufacture. 

27. It may be well here to point out that the fall in 
wages which has occurred, as we have stated, in certain 
industries in this country is, in some cases at least, largely 
accounted for by the fall in the price of the product of 
labour. 

Take for example agricultural wages. There can be no 
doubt that, even if other circumstances were equal, the 
wheat growers of this country compete at a great disad- 
vantage with those whose conditions of soil and climate 
are better ; and when the price of wheat falls, and their 
margin of profit is diminished, or even disappears, they 
resort necessarily to an economy in their expenditure 
upon labour, and inasmuch as some land goes out of wheat 
cultivation altogether, and the labour market becomes 
overstocked, there is the less diflSculty in their forcing 
wages down. 

It may be noted too that this again would re-act upon 
prices, especially upon the prices of some kinds of food 
and textile fabrics used for clothing. The diminution of 
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wages means a diminution in the purchasing power of the 
wage-earning classes, and therefore operates in this di- 
rection. 

28. Other causes which have contributed to the fall of 
prices are referred to in § 61 (<?.). To these we may add 
the increasing tendency in late years to do business in a 
more direct manner than formerly, and to dispense with 
the services of middlemen and intermediate agencies of 
all kinds, thus effecting great economies in the cost of 
distribution. 

Another cause, too, which has tended to lower certain 
prices in the open markets from which the index numbers 
of prices are taken, has been the increase in protective 
tariffs. Those tariffs by enabling manufacturers to de- 
mand high prices at home, have, in so doing, enabled them 
to throw their productions at an unnaturally low price 
upon foreign markets. In the case of bounties, e.g,, those 
on sugar, the operation of protection upon prices has been 
more direct; and even in protected countries, while the 
first effect of protection has been to raise prices, the ulti- 
mate effect has been in many cases to produce a glut and 
make it difficult for the protected industries to get rid of 
their stocks. 

29. It is asserted by some that if the circumstances af- 
fecting each commodity the price of which has fallen were 
separately considered, the fall which has taken place 
would be amply accounted for. 

We do not think it necessary to pursue the examination 
into the case of each commodity the price of which has 
been depressed in recent years. It will be sufficient for the 
moment to say that it can hardly be disputed that causes 
altogether apart from the currency have unquestionably 
been at work, tending to diminish prices. 

We may refer to the extraordinary development of the 
productive and industrial resources of the United States 
which has taken place since the conclusion of the civil war. 
The cessation of that struggle set free the energies of the 
people, and enabled them to devote themselves without 
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impediment to increasing the productive and industrial 
resources of their country. 

We may add, too, that, as compared with previous pe- 
riods, there has been a remarkable freedom from the ab- 
sorption of the people of the continent of Europe in 
operations of w^ar. Their energies have thus been turned 
instead to industrial and commercial pursuits, which has 
led to an increase in their power of production. 

30. It is argued that a fall in the price of one article 
arising from the increased or cheapened production of 
that article, would be followed by a rise in the price of 
other articles, since those who save money in one direction 
have more to spend on other commodities. 

But we do not think this would necessarily be the case 
to any considerable extent. When a commodity becomes 
cheaper it may fall within the reach of some who were 
unable to procure it at all before ; and to a far greater ex- 
tent there is likely to be an increased consumption on the 
part of those who were obliged to be content before with 
a smaller quantity. Many, therefore, may spend on the 
article, cheaper though it be, as much as they did before, 
and have no more to spare for other commodities. Cheaper 
bread and tea and clothing, for example, have certainly 
led, on the part of the masses of the people, to increased 
consumption. If it be said that there are some whose needs 
were before fully supplied, their number would not be 
great in proportion to the whole population, and in their 
case the money set free would probably either result in 
accumulation or in an increased expenditure upon lux- 
uries. And there seems reason to believe that of late years 
such accumulations, as well as expenditure upon luxuries, 
have increased. 

But besides this, there can be no doubt that a fall in the 
price of one article often induces a fall in the price of an- 
other for which it may be substituted. Prices thus re-act 
on one another. And a simultaneous fall in the price of 
many important articles of consumption tends to cheek 
speculation and thus to cause a further and more general 
fall. 
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31. We ought also to notice that the years immediately 
preceding 1873 were a time of great speculative activity. 
The prices of some commodities, e.g.^ coal and iron, rose 
rapidly to an abnormal height. And the large loans to 
foreign States during the period in question, though much 
of the money subscribed may have been intercepted by 
speculators, led to a considerable demand for materials 
for the construction of railways and other industrial un- 
dertakings. As soon as further loans were checked by 
doubts as to the security offered by the borrowing States, 
these demands naturally diminished or ceased. 

Experience, too, shows that a period of excessive specu- 
lation is always followed by a period of exceptional de- 
pression. The observation, however, is a fair one, that in 
the present case the depression has lasted longer and been 
more severe than was to be anticipated from the experi- 
ence of former occasions when depression has been the 
outcome of over-speculation. 

32. We may observe in passing that it may fairly be 
asked of those who deduce, from the evidence afforded by 
variations of price, the conclusion that the standard has 
appreciated, how they explain the fact that in the case of 
some articles there has been no fall of price at all. The 
onus would appear to be on them to show how it has come 
about that the price of these articles has, on their hy- 
pothesis, so greatly risen. We do not think any complete 
answer has been given to this inquiry. 

33. Those who maintain the view that there has been 
an appreciation of gold do not, however, limit themselves 
to the evidence afforded by the fall of prices with which 
we have been dealing. They assert that, owing to the di- 
minished production of gold, and its extensive use in coun- 
tries formerly having a silver currency, there must have 
been an appreciation of that metal. 

But it must be remembered that, if these circumstances 
have been working in the direction of appreciation, there 
have been other influences operating in a contrary direc- 
tion also at work. 

We allude to the economies of gold which must have re- 
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suited from the development of the banking system which 
has taken place in France, and from the institution of a 
great clearing-house system in Germany, as well as from 
the extension in our own country of branch banks, and the 
great increase in the use of cheques in place of gold, es- 
pecially for small amounts. The employment of postal 
orders has to some small extent operated in the same di- 
rection, and in a more important degree the use of tele- 
graphic transfers. Economy of gold, too, has resulted 
through the use of the telegraph rendering the accumu- 
lation and transport at times unnecessary where, but for 
this, it must have taken place. 

In connexion with this we may also mention the great 
diminution in the time necessary for the transport of gold 
from one part of the world to another, which enables the 
same amount of rnetal to do much more work. We believe, 
too, that there has been an increased use of securities for 
the purpose of discharging international indebtedness, 
thus contributing to the settlement of accounts without 
the necessity for the transmission of bullion. 

It is difficult, and indeed impossible, to estimate the rela- 
tive forces of these tendencies which have thus been acting 
in opposite directions ; but they must both be borne in mind 
in considering the question whether there has been an 
appreciation of gold. 

34. Those who assert that the economies of gold have Comparison 
not balanced the additional demands upon it, point also to 
the rise in prices which took place during and after the 
period of the great gold discoveries, and contend that the coveries. 
conditions being reversed, the reverse process has now 
taken place. 

^ We have, however, already drawn attention to the con- 
sideration sometimes lost sight of, that there has been no 
diminution in the supply of the gold which exists for the 
use of the world. The stock of gold has not diminished, 
and indeed still increases, though the annual addition to 
the stock has somewhat diminished of late years. 

This fact is of vital importance. Suppose for instance 
that the production of gold and of wheat were in any 



162 BOYAIi COMMISSION ON GOLD AND SILVEB: 

given year increased in the same ratio, say that they were 
both doubled. The result would be that the stock of wheat 
would be doubled or more ; while that of gold on the other 
hand would only be fractionally greater. If then the wheat 
and the gold were compared with some third article, say, 
iron, of which the demand and supply had remained the 
same, it is evident that while the ratio of iron to gold 
would have undergone little change, that of iron to wheat 
would have greatly altered. 

35. It is to be observed, further, that the fall of prices 
before the gold discoveries was not so great as might have 
been expected if the volume of the standard metal had as 
direct an effect upon prices as has been suggested. The 
period of peace from 1820 to 1850 was marked by a great 
increase of population and a vast development of trade, 
and, consequently of the use of money, while the annual 
increment to the stock of gold was so small that one would 
have anticipated a far greater depression of prices than 
was actually manifested. 

A similar observation may be made with regard to the 
movement of prices upwards which followed the great 
gold discoveries. When the circumstances which accom- 
panied the latter are borne in mind, they amply account 
for a rise in prices, apart from the mere increase in the 
volume of the metal of which the currency consisted. The 
gold was discovered in distant and undeveloped countries, 
and obtained often in large amounts with little expendi- 
ture of labour. The men in those countries thus found 
themselves easily possessed of a commodity immediately 
exchangeable against all other commodities, and so creat- 
ing an additional demand for the latter. They were willing 
to give much of the metal to supply their wants, and the 
price of labour and of commodities, many of which could 
only be obtained from a distance, rose very high. Multi- 
tudes, too, were attracted to the spot in the hope of acquir- 
ing wealth. Many industries were stimulated, speculation 
was rife, and all the elements which, other circumstances 
remaining the same, go to produce higher prices were at 
work. 
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36. We have now to consider the mode in which it is Nexus 
suggested that the appreciation has taken place ; and here 

we enter upon an inquiry of extreme difficulty, namely, prices aud 
what is the nexus between prices and the metal which the standard 
forms the standard of value. It cannot be questioned that 
an increase in the quantity of that metal which, as we have 
pointed out, is directly exchangeable against all commodi- 
ties, increases the volume of purchasing power which is in 
the market seeking commodities, and so tends to raise 
prices. 

We may observe, also, that a rise in the price of certain 
commodities may re-act upon other prices. Those who 
receive more for the commodities which they possess can 
afford to give more for those which others have to dispose 
of. 

37. If no one would part with his property except in 
exchange for the standard metal, there can be no doubt 
that the effect of a material increase or diminution in its 
production would be in direct relation with such increase 
or diminution. In that case the proposition of the econo- 
mists, that prices are determined by the ratio which com- 
modities bear to the money (using that term in its most 
limited sense) seeking commodities, would be strictly ac- 
curate. But with an elaborate system of banking and 
credit, such as exists more or less in all civilized countries, 
the problem becomes much more complex. It is not money 
only that men will take in exchange for their goods ; in- 
deed, the transactions which take place in this country 
in a single day probably exceed in amount the stock of 
money that exists in the country, and they are often set- 
tled with the employment of a very small amount of coin. 

We have, of course, been using the term money as ap- 
plicable only to coined metal, or metal which is available 
for immediate coinage. 

38. It is admitted by all economists that the existence 
of the banking system has resulted in great economy in 
the use of money. The transfer, by means of cheques, of 
the right to the possession of gold has, to a vast extent, 
taken the place of the transfer of gold itself, and it cannot 
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be doubted that every day the payments which are made 
by means of cheques exceed greatly the amount of gold 
which exists available to meet the cheques if every holder 
were to insist upon receiving the gold which he is entitled 
to claim. 

The purchasing power of the people consists, it appears 
to us, not only of the actual gold which they possess, or of 
that which their bankers are possessed of and can im- 
mediately command, but, to use a popular expression, of 
the money which they have at their disposal at their bank- 
ers ^ which greatly exceeds the amount of gold which 
either they or their bankers could at any given time at 
once command. Indeed, this is an under-statement of the 
case, for the credit which customers can obtain from their 
bankers may have as potent an influence upon prices as 
their cash balances. 

So long as those who possess commodities are as ready 
to take cheques for them as they would be to take gold, 
the balance which a man has, or can have, at his bankers’ 
influences prices to the same extent as if he were possessed 
of that amount of gold. 

Gold has come now to be much more a measure of the 
comparative value of commodities than an actual medium 
of exchange, although it still remains the basis of all trans- 
actions, and of course enough gold must be held by bank- 
ers to prevent the apprehension that it could not be 
obtained if required. 

39. It may be that it was from losing sight of this fact 
that the anticipations of eminent economists, who pre- 
dicted a much greater rise in prices as the result of the 
gold discoveries than was actually experienced, were not 
realised. 

It is, indeed, said that although an extended system of 
credit effects an economy in the use of gold, the volume of 
credit bears an exact ratio to the volume of the metal on 
which it is based, so that if the amount held by bankers 
for their customers were now, say, ten times the amount 
of gold in their tills, or in the banking reserves, the addi- 
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tion of 1,000,000?. of gold would at once add 10,000,000?. 
to the amount of banking credit. 

We cannot see that there is any evidence that this is 
true in point of fact, nor do we see that it would neces- 
sarily be the case. The cash balances held by bankers for 
their customers have greatly risen in recent years, while 
there seems reason to believe that the amount of gold held 
against them, even if it has increased, has not done so in 
the same proportion. 

40. It is of course impossible to diminish beyond a cer- 
tain point the amount of gold which bankers must hold or 
have at command, but sq long as enough exists to sustain 
credit, it is difficult to see how it could produce any sub- 
stantial effect upon prices at any rate, whether more or 
less were held. 

This, of course, must be guarded by the qualification 
that an increase or diminution in the amount of gold exer- 
cises a direct influence upon the rate of discount, and a 
rise or fall in that rate tends immediately to affect the 
price of stock exchange and other securities, but we are 
disposed to think that it exercises a less direct and sen- 
sible effect on the price of commercial products. 

41. How then does an expansion or contraction of the 
metallic currency affect prices? 

The volume of the currency is certainly not one of the 
elements which parties consciously take into account in 
ordinary commercial transactions when fixing the price of 
sale and purchase. 

Where then does it come into contact with and exert its 
influence upon prices? This is a question of extreme com- 
plexity and difficulty, and though various suggestions 
have been made, there is no common agreement upon the 
answer to be given to it. 

42. One explanation propounded is that a diminution Q-391 
or increase in the supply of the standard metal affects 
prices directly in those less-developed countries where 

the transactions of commerce consist in the actual ex- 
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change of commodities for the metal itself, and that the 
prices in those countries re-act on prices elsewhere. 

Without disputing that this may be the case, we do not 
see any evidence of these conditions existing to an extent 
sufficient to produce any very sensible effect upon general 
prices. 

Q. 10 , 411 . 43^ Another explanation suggested is that when appre- 

ciation of gold is anticipated, the possessors of it are un- 
willing to invest in commodities, owing to the expectation 
that its appreciation will depress prices, and consequently 
employ their money instead in the purchase of securities 
bearing a gold interest which the appreciation of the 
standard will render increasingly valuable. This, it is said, 
tends of itself to depress the price of commodities. 

It may be that these effects would be produced if the 
fact that the standard was likely to appreciate were so 
generally seen and realised as to induce the suggested 
action on a large scale. But we do not think there has 
been any general recognition of the fact that appreciation 
was probable or in progress, or that this has been con- 
sciously the basis of action to any material extent. 

44. The most obvious mode in which the appreciation 
of gold operates upon prices is as pointed out in § 40, 
through the rate of discount. Any increase in the supply 
of gold to this country, unless used for industrial pur- 
poses, would flow ultimately to the Bank of England, and 
thus tend to lower the rate of discount, whilst a diminished 
supply would have the contrary tendency. And no doubt 
prices might be affected by these changes. 

When, however, we compare the rate of discount during 
the period we are considering with that prevailing in for- 
mer periods, we do not see any evidence that the depres- 
sion of prices, which has distinguished recent years, was 
initiated by a high rate of discount arising from a scarcity 
of gold. 

It has indeed been pointed out that the rate of discount 
from 1871 to 1874, which covered the period of the German 
demand for gold, was somewhat high, and it is suggested 
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that we see in this both evidence of the appreciation of 
the metal and the first impulse towards lower prices. 

But it is to be observed, in the first place, that the rate 
of discount during those years had its parallel, or was 
even higher, in previous epochs when it cannot be sug- 
gested that appreciation of the metal was the cause, and 
when no lasting depression of prices resulted. We may 
cite as examples the years 1855 to 1858, and 1863 to 1866. 
Secondly, the features which characterised the years from 
1871 to 1874 were quite sufi&cient to account for a high rate 
of discount. It was a period of feverish speculation, when 
high prices were inducing men to embark largely in new 
enterprises. Added to this, the financial operations result- 
ing from the Franco-German war and the payment of the 
war indemnity to Germany produced also, no doubt, an 
exceptional and very sensible effect upon the discount 
market. 

45. But, in addition to these considerations, we must re- 
mark that those who maintain the theory that the low 
prices which have prevailed have resulted from the ap- 
preciation of gold, trace that appreciation as much or 
more to the United States demand than to the German. 

It is certain that there was a greater diminution in the 
annual supply of that metal during the years of the 
United States demand that during the time when the Ger- 
man supply was procured ; yet we fail to see any evidence 
of the appreciation of gold in the records of the rate of 
discount between 1878 and the present time. The rate has 
been both lower and less subject to fluctuations than be- 
fore. 

We fully admit that where the accumulations of capital 
are great, and speculative enterprise small, as is not un- 
likely to be the case with falling prices and a diminished 
margin of profits, however caused, a low rate of discount 
may be accounted for consistently with the fact that there 
has been some appreciation of the standard. But if there 
had been a serious scarcity of gold, which had caused 
prices to fall, we should have expected to see some marked 
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indication of it in the state of the discount market suflS- 
cient to account, at all events, for the initial depression. 

46. In summing up our observations on this head, we 
would observe that it is one upon which it seems scarcely 
possible to arrive at any certain conclusion. The causes 
which contribute to affect prices are so subtle, and the 
information which we possess so imperfect, that we can 
do no more than hazard a statement as approximately ac- 
curate. 

Noconciu- 47. We do not think that there is any conclusive evi- 
o7a^^reda-^ dence of a substantial appreciation of gold to be derived, 
tion^^e to^ either from a review of the variations in prices, or of the 
scarcity of circumstances relating to the production and use of that 

gold. metal; at the same time we are far from denying that 

there may have been and probably has been some appre- 
ciation, though we think it absolutely impossible to de- 
termine its extent. 

When we look at the character and times of the fall in 
the prices of commodities which has exhibited itself, and 
the variations which we have pointed out above in § 22, 
we think the sounder view is that the greater part of the 
fall has resulted from causes touching the commodities 
rather than from an appreciation of the standard. 

48. In the above remarks we have dealt with the fall of 
the gold price of commodities generally, and have come to 
the conclusion that the greater part of the fall has resulted 
from causes touching the commodities, rather than from 
causes specially affecting gold ; but here we are met with 
the question whether this is true of silver as well as of 
other commodities. 

We have already referred to the striking fact that, 
whilst gold prices have undoubtedly fallen, silver prices 
in silver-using countries have not, so far as we can learn 
from the imperfect statistics of those prices, risen to the 
same extent. It appears, at any rate, to be true, that the 
adjustment of prices between gold and silver using coup- 
tries has taken the direction of a fall in gold prices rather 
than a rise in silver prices. These facts would seem primd 
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facie to indicate that, whilst gold, as compared with com- 
modities, has risen in valne, silver has, comparatively, 
retained its position; and they have been relied on as 
pointing to the conclnsion that, as between gold and sil- 
ver, it is gold which has appreciated, rather than silver 
which has depreciated. 

49. But this conclnsion is by no means certain or neces- 
sary. It is quite possible, consistently with the observed 
facts, that both silver and commodities may have fallen 
in value together, as compared with gold; and that the 
result of this concurrent fall may have been to prevent a 
fall in silver prices, which would have taken place if it 
had not been for the concurrent fall in the gold value of 
silver. If this is what has really happened, silver prices 
in silver-using countries, if not higher, or even if lower, 
than they formerly were, must now be higher than they 
would have been but for the fall in the gold price of silver. 

Having these two alternatives to choose from, viz., an 
appreciation of gold on the one hand, and a depreciation 
of commodities, coupled with a depreciation of silver, on 
the other, it becomes important to consider with some 
care what are the special causes which have tended to 
lower the value of silver, and what effect they have had. 

50. The first and most obvious of these is the increase Causes 
in the annual supply which has occurred during the period 

of the fall in the gold price of silver, and, concurrently vaTueo/ 
with this increase, the diminution in its use owing to the silver, 
currency legislation of Germany, the Latin Union, and 
other European countries. 

It is remarked, and no doubt plausibly, that if these 
elements alone be regarded, the reverse phenomena in the 
case of gold afford as much ground for the assertion that 
it is by the appreciation of that metal that the changed 
relation of the two has been brought about, as for the 
allegation that it has arisen from the depreciation of 
silver. 

51. We shall have occasion hereafter to dwell upon cer- 
tain other circumstances which must be taken into con- 
sideration in estimating whether the causes at work have 
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been sufficient to account for a depreciation of silver so 
great as that represented by the fall in its gold price. 

But it appears to us most important to bear in mind, 
at the outset, a marked distinction between the position 
of the two metals so soon as the rupture of the bimetallic 
tie was complete. 

Silver, as we have pointed out, loosened from its arti- 
ficial tie to gold, became in the West as well as in the 
United States a mere commodity and freely subject to all 
the influences, which in the case of other commodities af- 
fect their market price. 

It may have felt the impulse of causes previously in 
operation which the existence of the bimetallic link had 
held in check; and, independently of a diminution of its 
use in the countries forming the Latin Union, the circum- 
stance that it had in those countries become a mere com- 
modity and could no longer be converted at the will of the 
possessor into coin, would be calculated to depress its 
value. 

But apart from this, the very fact that apprehension 
as to the future value of silver had induced the action of 
the Latin Union, the fear of further depreciation, the 
stock of metal thrown on the market by Germany, and the 
anticipation of further sales by that country, — all these, 
with other circumstances that might be named, would be 
manifest as elements affecting the price to be given for 
silver, and would be likely to lead to its depression. And 
there would not necessarily be any calculable relation be- 
tween these causes of depression and the extent to which 
the price of the metal fell. 

For it appears certain, not only that what may be 
termed sentimental considerations play a large part in 
determining market prices, but that causes which can 
logically be shown to be inadequate, or at least cannot 
be proved to be adequate, may, nevertheless, be the true 
explanation of a fall in the price of a commodity. A de- 
pressed market, in the absence of some new stimulus, gen- 
erally tends to further depression. 

Every element then, calculated to lower the price of 
silver, would produce a direct and immediate effect, and 
one in excess, it may be, of what would reasonably be 
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anticipated from a consideration of alterations in its sup- 
ply and monetary use alone. 

52. With gold, on the other hand, the case is entirely 
different. To it the mints of all the important civilized 
countries of the world are open, and these and the great 
banking establishments are the markets to which it finds 
its way. It cannot be said to have a market in the same 
sense as silver. 

It is argued, and we admit with truth, that gold is a 
commodity at Calcutta just as silver is in London. But 
while London is the great silver market of the world, and 
the price in that market fixes the general price of the 
metal, no one can pretend that the same is true of Cal- 
cutta in relation to gold. The latter metal has no central 
market where it is disposed of by sale, and where the 
daily quotations of price influence men^s minds as to its 
value and their judgment as to its prospects. 

On the assumption then that appreciation of gold has 
been going on owing to altered conditions in the supply 
and use of that metal, these causes would operate more 
slowly and less directly than would the like causes operat- 
ing upon the silver market, when once it has become fully 
sensitive to them. The progress of appreciation would 
not invite attention at the time, and would be seen only in 
its ultimate effect upon prices. And, in the case of gold, 
the effects would be accurately measured by the strength 
of the causes at work, free from, or at all events scarcely 
affected by, the sentimental considerations to which we 
have alluded. 

Even assuming the alterations in the supply and use of 
the two metals to be of equal potency, we should not be 
surprised to find that owing to the difference in circum- 
stances on which we have been insisting, a greater depre- 
ciation of silver than appreciation of gold was manifested. 

53. There is another consideration of equal or even 
greater importance to be borne in mind. 

We have already in § 33 dwelt upon the fact that the 
circumstances tending to the appreciation of gold have 
been counteracted or kept in check by other influences 
operating in the contrary direction. 
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But, in the case of silver, there have been no such coun- 
ter influences at work. Economies in the use of metallic 
money which have tended to diminish the appreciation of 
gold, so far as they have had any influence at all in the 
case of silver, must have tended to intensify and increase 
its depreciation. 

54. But the changes in the supply and use of silver need 
to be considered in connexion with the special circum- 
stances under which they have taken place, to some of the 
most important of which we have yet to allude. 

It is in Europe and in America that these changes have 
occurred; it is the European and American market for 
silver which would in the first place be affected by them ; 
and it is through that market that their effect must reach 
the great silver-using countries of the East. 

55. It is therefore desirable to consider in the first place 
the effect of these changes on the silver market in 
America and Europe, and afterwards to consider the rela- 
tion of this market to the silver markets of the East. 

We have no estimates of the quantity of silver in 
Europe and America used in the arts. But it is the mone- 
tary supplies of the precious metals with which we are 
more immediately concerned, and of these we have esti- 
mates which, though rough, are sufficient for our purpose. 
Dr. Soetbeer’s estimate of the monetary supply of the 
precious metals in those countries at the end of the year 
1885, is as follows; viz.: — 


Gold 668,200,000^. 

Silver 392,150,000?. 


the subsidiary silver being estimated in these figures at 
the value assigned to it by law, ?.c., at a value considerably 
above its value as silver bullion. 

Most, if not all, of this gold constitutes a part of the 
aggregate stock of gold upon which supply and demand 
operate, and which has to be taken into consideration 
when we desire to learn the effect of the diminished annual 
supply of gold or of the increased demand for it. 

56. But this is not the case with the silver. The subsidi- 
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ary silver coinage, to which an artificial gold value is 
given by legislation, constitutes much the largest part 
of the silver money of Europe and America ; and this por- 
tion of the above amount forms no part of the stock in 
the open market, the value of which is affected by demand 
and supply. The above stock of monetary silver was dis- 
tributed as follows, according to Dr. Soetbeer's esti- 


Great Britain 21,600,000 

British Colonies (without India) . . . 3,300,000 

Netherlands 13,450,000 

Latin Union 160,000,000 

Germany 44,600,000 

Scandinavian countries 2,100,000 

United States 64,600,000 


£309,650,000 

Eussia 14,000,000 

Austro-Hungary 18,500,000 

Other countries in Europe and 
America 50,000,000 


£82,500,000 


Out of these amounts all or nearly all of the stock of 
Great Britain and her colonies, Holland, the Latin Union, 
Germany, Scandinavia, and the United States, consists 
of subsidiary silver maintained at an artificial gold value, 
and these subsidiary coinages with an artificial value must 
therefore be deducted from the total monetary stock of 
silver in Europe and America before we arrive at the 
amount of such stock which can be affected by an in- 
crease in the annual supply of silver. The remainder, 
as will be seen, amounts to considerably less than 
100,000,000/. in value. 

It is this portion alone, so far as money is concerned, 
which has to be taken into consideration when we desire 


Amount 
of silver 
subject to 
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to learn the effect of the increased annual supply, or of 
the diminution, if any, in the demand. 

57. An increase in the supply of silver of the value of 

10.000. 000Z.* a year, such as has taken place during the 
last fifteen years, though comparatively unimportant 
when considered as an addition to the whole stock of silver 
in the world, or to the whole stock of silver money in the 
world, or even to the whole stock of silver money in 
Europe and America, becomes very important when con- 
sidered as an addition to a stock considerably under 

100.000. 000Z. 

Even this is an overstatement of the stock of silver sub- 
ject to these influences. In many of the countries in which 
it is to be found, the existence of a forced paper currency, 
and the absence of free minting operate so as to prevent 
its having an ordinary market value. 

58. In considering therefore the effect of an addition 
to the annual supply we must look to the proportion which 
it bears to the stock of unmanufactured silver and of 
coins circulating at their full value, rather than at its 
relation to the total existing stock of the metal. 

Even if it should be thought that, in order to arrive at 
the amount of silver which is affected by the increased 
supply, we ought to take into consideration the silver used 
in the arts as well as the monetary stock of silver, the 
small proportionate amount of the monetary stock still 
remains a most important factor ; and it must be remem- 
bered that the value of manufacured silver has been en- 
hanced by the cost of manufacture to an extent largely 
exceeding its bullion value — a fact which diminishes the 
probability of its coming into the market as bullion. 

It is also a material consideration that while there is 
evidence of the increased demand for gold for use in the 
arts in Europe and America, there is, according to Dr. 
Soetbeer, no such evidence in the case of silver. 

59. So far, therefore, as Europe and America are 
concerned, the stocks of silver upon which an increased 
supply or a diminished demand, can operate are propor- 


See figures in Part I., $ 12. 
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tionately small, and the increase of annual supply is pro- 
portionately large ; whilst as regards demand, the actual 
use of silver in Europe and America, whether for mone- 
tary or for other purposes, has either decreased, or if 
it has increased, has increased very little. For the reasons 
to which we have referred in § 51 a comparatively small 
addition to the supply may produce an effect upon the 
market quite out of proportion to the extent of the addi- 
tion. 

If then we consider Europe and America alone, there 
appear to be ample causes to account for a large fall 
in the gold value of silver, arising from causes affecting 
silver. 

But it is of course to the East, and to the relation of 
the East to the West, that we must turn for a more com- 
plete answer to our question. It is Asia, and India in 
particular, which always has been, and is, the great ab- 
sorbent and user of silver; and it is in the trade with 
Asiatic countries that the divergence between gold and 
silver is most apparent, and its effects most strongly 
felt. 

It is obvious, therefore, that the East in general and 
India in particular, whose mints are freely opened to 
silver, ought to be the principal factors in absorbing any 
increase of supply and in preventing any considerable 
lowering of the gold price of silver; and this is in fact 
what economists expected when silver first began to fall. 

If we can find any cause or causes which have inter- 
fered with the operation of the Eastern demand, which 
have checked the flow of silver from the over supplied 
market of the West to the East, or which have lowered 
the value of the Indian silver currency when measured 
in gold, we shall have done much to show that the fall 
in the gold price of silver is, like the fall in the gold price 
of other commodities, due in the main to causes affect- 
ing silver. 

60. One of the difficulties of the question has always 
been to know why a larger demand for silver in the East 
has not followed on its fall and cheapened cost in the 
West. 
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When silver first began to fall, it was said that the East, 
whose mints and markets stood open to silver, would take 
the surplus silver, as it did at the time of the gold dis- 
coveries, and that the gold price of silver would be thus 
kept at or near its former level. 

When it was found that this did not happen, the changes 
in the relative values of the two metals were attributed 
by many to the appreciation of gold. For this, it was said, 
would account for a fall in the gold price both of silver 
and of commodities, but would not necessarily cause any 
flow of silver from the West to the East; and it was conse- 
quently alleged by those who held this view that this ap- 
preciation of gold was the cause both of the lower gold 
price of commodities and of the lower gold price of silver. 

But it is obvious on consideration that the same etfect 
would be produced on the flow of silver to the East by a 
fall in the gold price of commodities and of silver, whether 
that fall was due on the one hand to the appreciation of 
gold, or on the other to causes which affected commodities 
and to similar causes which simultaneously affected silver. 

Let it be assumed that goods have fallen in gold price 
from causes affecting goods, and that silver has fallen 
in gold price in Europe from causes affecting silver. It 
is obvious that as regards articles imported into Europe 
from the East, the English importing merchant would 
make no new profit by exporting the cheapened silver and 
importing Eastern goods, if for the goods he imports he 
were to receive a gold price as much lowered as the gold 
price of silver had been lowered. And as regards articles 
of export to the East, there would be no greater profit 
in buying and exporting the cheapened silver than in buy- 
ing and exporting other English articles, such as cotton 
goods and iron, which have fallen in gold price as much 
as or more than silver. 

In examining the relation of commodities to gold, we 
have come to the conclusion that the greater part of the 
fall in the gold price of commodities in general, and among 
them of the great articles of trade with the East, is due 
to causes touching the commodities rather than to an 
appreciation of gold. 
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If, then, we are right in this conclusion, the fall in the 
gold price of commodities arising from these causes is 
itself the reason why the silver in Europe, though cheap- 
ened in its gold price from causes affecting silver, has 
not been exported to the East, and why such export has 
not maintained or restored the former gold value of silver. 

The calculations which were founded on a notion that 
a fall in the value of silver in the West must send silver 
to the East, and redress the divergence between gold and 
silver, have proved erroneous, not because silver has not 
fallen, but because other things have fallen as much as 
or more than silver. It was assumed that other things 
would be equal, and they have not been equal. 

61. The above reasons go far to explain why the in- 
creased supply of silver in the West has not been drained 
off to the great reservoirs of the East. 

But another cause which has probably prevented India increased 
from taking silver, and which has depressed the silver 
currency of India in terms of the gold currency of Eng- ness of 
land, is, we think, to be found in the increased indebted- India to 
ness of India to England on current account, in other 
words, on the balance of liquidation between the two coun- 
tries, the operation of which on the gold value of the rupee 
is no longer checked by any bimetallic tie between the 
two currencies. 

62. We have all of us come to the conclusion that the 
dissolution of the tie between silver and gold created by 
the bimetallic system of France and the Latin Union dis- 
tinguishes the period subsequent to 1873 from former 
times, and has left other causes of demand for, and sup- 
ply of, gold and silver free to act. 

So long as the ratio between gold and silver remained 
approximately stable, the two metals might practically 
be considered one ; and the relations of exchange between 
a country with a gold standard, such as England, and a 
country with a silver standard, such as India, did not 
differ in any essential particular from the relations of 
exchange between two countries with a gold standard, 
such as England and the United States, or England and 
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Australia. A quasi par of exchange was established be- 
tween the sovereign and the rupee, which though not 
absolute, as in the case of coins of the same metal, fluctu- 
ated within narrow limits. 

The peculiarity in the case of England and India is, 
that, independently of the fluctuating balance of trade or 
indebtedness arising out of current commercial or finan- 
cial transactions, there is a constant flow of the precious 
metals, and especially of silver, from America, as the 
country of production, and from England, as the great 
market for the precious metals, to India and the East. 

The result of this peculiarity is that alterations in the 
transport of the precious metals, which between two coun- 
tries having equal access to them would be reciprocal and 
alternate, show themselves in the case of India in a greater 
or a less flow of silver to India, and only in a very ex- 
treme case in the entire stoppage or reversal of the flow. 

63. In the ordinary case of two countries having the 
same currency, the exchange is regulated by the current 
state of liquidation between the two countries. 

If England owes more than usual to the United States 
on account of bad harvests at home and an excessive 
import of corn, of if England has to make unusual remit- 
tances to Australia on account of large loans and ad- 
vances for railways or other purposes, the effect is at 
once seen in the exchange, which alters in favour of the 
United States or of Australia. Bills drawn in London on 
New York or on Sydney are at a premium. Bills drawn 
at those places on London are at a discount. But this 
premium or discount can never exceed the cost of send- 
ing gold from London to those places. If there is a nor- 
mal flow of gold from those places to England it will be 
checked, and may be stopped or reversed. The same thing 
would happen in the opposite direction, if these exports 
from the United States or Australia fell off, and if the 
payment of interest on money advanced by England 
caused the balance of liquidation to turn the other way*. 
But in either case it is the cost of remitting gold which 
limits the alteration in exchange. 

64. Now on the assumption that we are right in our 
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view of the operation of the bimetallic tie, the relations 
of England and India in regard to exchange were, during 
the operation of that tie, substantially the same as those 
of England and the United States, or of England and 
Australia. 

Gold and silver were, for purposes of exchange, one 
metal ; the varying balance of liquidation between the two 
countries would have the same effect on the exchange as 
it has in the case of countries having the same currencies ; 
and its effect would be limited in the same manner, viz., 
by the cost of transmitting bullion, which in this case was 
silver, and which always, or almost always, as we have 
seen, travelled in the same direction, viz., from England 
to India. 

If India became more indebted to England upon cur- 
rent transactions, i.e., if she had larger remittances than 
usual to make to England, the effect would be seen in an 
alteration of the exchange in favour of England. The 
rupee would fall and the sovereign would rise. But as the 
two metals were tied together, this rise or fall would, as 
in the case of England and the United States, or of Eng- 
land and Australia, be limited by the cost of transporting 
bullion. If the Indian exchange had fallen beyond a certain 
point, it would have paid the Indian merchant better to 
export silver to England than to pay the premium. As a 
matter of fact the flow was always from England to India, 
and therefore the effect of an extreme fall in exchange 
was to check or stop the flow, not to reverse it. But it was 
the cost of transport which formed the limit of the fall 
of exchange. The ounce of silver being always capable of 
employment at a certain gold value in France, it would 
always be more advantageous to send silver to France or 
to keep it there, than to pay an excessive premium on ex- 
change. 

65, But when the bimetallic tie was dissolved this state 
of things was altered. 

If the current indebtedness of India increased, if there 
were more remittances to be made by India to England 
than by England to India, the exchange would alter as 
before in favour of England, -but there would be no such 
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limit as before to the fall in the gold value of the Indian 
currency. 

The exchange might alter with the balance of liqui- 
dation until an increase in Indian exports, or other alter- 
ations in the conditions of trade, had satisfied the 
liability, and every increase in the balance against India 
would show itself by a fall in the gold value of the rupee. 

66. It is not possible to state a complete account be- 
tween any two countries so as to show, with certainty 
and accuracy, the balance of liquidation. All that can be 
done is to give certain known items, and in the case of 
India these known items are so important, when compared 
with the unknown, as to justify some confidence in the 
result. 

The following would be the principal items in a com- 
plete account: — 

Liabilities of India, 

1. Imports of merchandise. 

2. Imports of gold and silver. 

3. Freights on exports, minus expenses incurred in India. 

4. Private remittances of money and securities from India. 

5. Balance of remittances on Government account. 

Means of Payment. 

6. Exports of merchandise. 

7. Exports of gold and silver. 

8. Private remittances of money and securities to India. 

Of these items, those numbered 3, 4, and 8, cannot be 

procured at all; but they are probably unimportant, as 
compared with the others, and there is no reason for 
thinking that they would materially alter the balance. 

As regards the other items, it is to be remembered that 
in taking those numbered 1, 2, 5, and 6 from the Indian 
statistics, we include exports to and imports from silver- 
using countries, as well as to and from England and other 
gold-using countries. But considering the comparative 
magnitude of the trade of India with England, and the 
importance of the item numbered 5 (viz., Council Bills), 
these considerations will probably not affect the general 
results indicated by the figures in the following table. 
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67 . These figures show that, so far as we can judge 
from the items comprised in them, the balance of liquida- 
tion has, since 1870, been constantly, though not regularly, 
against India ; and if the above reasoning is correct, they 
give a reason why the silver currency of India has be- 
come depreciated in terms of English currency, or in other 
words, why the rupee has fallen in gold value. They thus 
furnish an additional reason why the demand of India 
for silver has not been such as to counteract its fall in 
gold value in Europe ; and why the flow of silver to the 
East has been checked. 

It must not be supposed that India stands alone in re- 
spect of the change which we have pointed out in the 
growing balance of liquidation ; but we refer to it here as 
bearing upon the demand for silver for the purpose of 
remittance to that country. 

68. If our view is correct, it illustrates the real effect 
of the Indian Council Bills, which undoubtedly compete 
with silver as a mode of remittance, and thus have an 
immediate effect on the silver market. These bills indicate 
an increased demand for remittances from India to Eng- 
land, and tend to make the demand for such remittances 
exceed the demand for remittances from England to 
India. This excess is consequently shown in a fall in the 
exchange value of the rupee, not now limited as hereto- 
fore by the bimetallic tie between gold and silver. 

69. It is not to be expected, especially with the imper- 
fect data at our disposal, that the connexion between the 
fall in exchange, the balance of liquidation, and the dif- 
ferent; items constituting the balance, can be traced in 
detail in the statistics. The various items which help to 
create the balance of international liquidation are too 
many and too uncertain to make such a process possible. 
But there is enough in the above figures to show that the 
balance against India has been and is on the increase, and 
that the demands on India have not been completely coun- 
teracted by increase in her exports. 

70. Nor must it be supposed that the increase in the 
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balance of liquidation, as shown in the exchange value 
of the rupee, indicates any permanent impoverishment of 
India. It only shows that for the moment the balance of 
liquidation is against her. Such a result would in fact 
be produced if the growing wealth of India enabled her 
to repay the capital of her gold debt with increasing ra- 
pidity. The causes which have led to the existence of an 
adverse balance of liquidation may, indeed, well have been 
such as to conduce to her essential prosperity, and enable 
her to discharge the balance with greater ease. 

71. The above are reasons for thinking that the greater 
part of the fall in the gold value of silver has been due 
to causes alfecting silver rather than to causes affecting 
gold, and this conclusion fortifies, and is fortified by, the 
conclusion to which we have already come, that the fall 
in the gold price of commodities is in the greater part due 
to causes which affect those commodities rather than to 
causes which affect gold. 

72. So far as the fall in prices represents an apprecia- 
tion of the standard, undoubtedly we are in presence of 
an evil resulting partly from currency changes, and partly 
from changes in the quantity of the precious metals pro- 
duced. 

It is of the essence of a good standard that it should 
be as stable as possible, and should not in itself be sub- 
ject to causes affecting its relation to commodities. We 
have in the earlier part of the report pointed out the 
effect of such instability on the relative position of debtor 
and creditor, and this is specially important in the case 
of industrial enterprises where the same interest has 
often to be paid upon borrowed capital, even though, 
owing to the fall in the price of the industrial product, 
it represents a greatly increased burden. 

73. The arguments which have been adduced as to the 
effect on trade and enterprise of falling prices are not 
without their weight. We do not notice at this point the 
effects alleged to b^e directly produced upon prices and in- 
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dustry in this country by the changed relations of silver 
to gold, although they are by some attributed to the ap- 
preciation of the latter metal. 

There are others who deny or doubt the appreciation of 
gold, but trace the same effects directly to the altered 
relation of silver to gold. 

It will be more convenient, therefore, to defer the dis- 
cussion of this part of the case until we have dealt with 
the allegation that the fall in the gold price of silver has 
directly affected the prices of commodities produced in 
or exported to silver-using countries. 

74. Before proceeding to do this we must remark that 
any consequences arising merely from an appreciation of 
the standard would be but temporary, though not neces- 
sarily limited to a short space of time. They would con- 
tinue, indeed, to operate upon all engagements to pay a 
fixed sum at a future date, so long as those engagements 
were current. But as soon as all prices had adjusted them- 
selves, as ultimately they must, to the new conditions, the 
evil would disappear. 

75. We pass on to consider the view which has been Direct effect 
presented to us that the fall in the gold price of silver «>n gold 
has resulted in a corresponding fall in the gold price of genially of 
commodities produced in India, and of those which are fail in gold 
exported to that country from gold-using countries. 

A fall in the gold price of silver having taken place, ® 
due to the combination of causes pointed out in § 198, Report, 
it is obvious that a corresponding adjustment in the gold Part i. 
and silver price of commodities was inevitable. 

It is impossible that there could be, for more than a 
short period, a greater difference between the silver price 
of a commodity, used in and exchangeable between silver 
and gold using countries, and the corresponding gold 
price, than would be represented by the cost of transfer- 
ring the commodity from the silver to the gold-using 
country or vice versa. 

Whenever, then, a fall takes place in the gold value of 
silver, either the gold price of these commodities must 
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fall, or the silver price must rise, or the adjustment must 
be brought about by both these operations combined. 

76. If, however, concurrently with the fall in the gold 
price of silver, there were a fall in the gold price of com- 
modities, then it is possible that, while gold prices fell, 
silver prices would remain stationary, or that a fall would 
result in both gold and silver prices, and that the adjust- 
ment would be arrived at by a commensurate dilference 
in the amount of the fall ; and in the present instance this 
would seem to have been the case. 

77. It is not easy to arrive at an accurate estimate of 
Indian prices. They have, of course, varied much as re- 
gards particular commodities. The price of wheat, for 
example, has, owing to the failure of crops and other in- 
fluences, risen greatly at times, and it has, from local 
causes, varied in different parts of the country. But there 
seems reason to believe that on the whole the silver prices 
in India, are at the present time, a little, though not great- 
ly, lower than they were. 

78. In the case of some important commodities, in the 
production of which India competes with gold-using coun- 
tries, the fall in the gold price has exceeded the fall in 
the gold price of silver ; but the gold price of other com- 
modities produced in India, which are less subject to the 
competition of other countries, has not fallen to the same 
extent as that of silver. 

79. If the entire fall in the price both of commodities 
and of silver had resulted from the appreciation of gold, 
the problem would be simple enough. 

In that case both silver and commodities must ulti- 
mately fall to the same extent, but we have already stated 
our reasons for thinking that the altered relation of gold 
to commodities and silver has not arisen alone or chiefly 
from the appreciation of gold. 

It follows that in so far as silver prices in India have 
remained stationary or fallen less than gold prices, other 
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causes affecting the relation of commodities and silver 
respectively to gold must have been in operation. 

80. It is alleged that there is an intimate connexion be- 
tween the fall in the gold price of silver and the cor- 
responding fall in the price of commodities produced in 
and exported to India, and that the fall in the gold price 
of commodities has been brought about directly by the 
fall in the gold price of silver. 

More than one witness has stated that such a fall has 
been followed invariably in experience by a fall in the 
gold price of wheat, and it has been alleged that the two 
are connected as cause and effect in the manner we have 
already indicated in § 75. 

81. The growth of wheat has largely increased in India 
and elsewhere, and thus competition has become keener. 
Under these circumstances it is said that the Indian pro- 
ducer whose charges are payable in silver, and who there- 
fore receives the same margin of profit so long as the 
silver price remains the same, can afford, notwithstand- 
ing the fall in the gold price of silver, to sell at the former 
silver price (which, of course, means a lower gold price), 
and will not stand out for a higher silver price. 

82. We think, that when supplies of wheat are increas- 
ing and the competition of producers to dispose of it is 
keen, this tendency will exist, but it is impossible to deter- 
mine its force and effect with any accuracy. 

It must be remembered that Russia, which largely sup- 
plies the wheat market, has a currency which is greatly 
depreciated, and if the fall in the gold price of silver tends 
to lower the price of wheat, it is not easy to see why the 
great depreciation of the paper rouble should not have 
the same tendency. 

83. One witness who has had great experience in the 
wheat trade, and who favours the view that a fall in the 
price of silver tends to depress the price of wheat, has 
himself pointed out that it is only occasionally that the 
price of Indian wheat can be said to rule the market. This 
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must depend upon the extent of the supplies from other 
wheat-producing countries, as compared with those com- 
ing from India, as well as upon other circumstances. Dur- 
ing the past year, for example, it is said that, owing to 
an abundant crop, Eussian wheat has been the principal 
factor in determining the market price, and it is manifest 
that, apart from other circumstances, an unusually good 
harvest in America might have the same effect. 

We think, therefore, that it is easy to exaggerate the 
influence which the fall in the gold price of silver has 
exerted upon prices, even assuming it to have had any 
such operation as is suggested. 

84. We have already, in §§ 25-31, dwelt upon the rea- 
sons which satisfied us that other causes have largely con- 
duced to a fall in the price of wheat, as well as of other 
commodities. 

Even then, if the view we are discussing be well- 
founded, we think it would be a mistake to attribute more 
than a very limited portion of the fall of price to this 
cause. 
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85. Even if it be admitted that it has had some opera- 
tion, we think it by no means follows that a rise in the 
gold price of silver would reverse that operation to the 
same extent. 

So far as it has acted, it has been a cause working in 
the same direction as competition, and in connexion with 
it ; and it does not follow that, when acting in the opposite 
direction and against the force of competition, it would 
have an equally extensive effect in the other direction. 

We have used the case of wheat as an illustration, but 
so far as the same circumstances exist in relation to other 
commodities, the effect would be the same. 

86. We pass on to consider the prejudicial consequences 
which are alleged to have resulted from the fall in the 
price of Indian produce, especially of wheat, both by those 
who attribute this fall to the appreciation of gold, and by 
those who connect it directly with the fall in the gold price 
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of silver. It is asserted that its effect has been to create 
a bounty upon the production of wheat in India, and thus 
to act prejudicially upon other wheat-producing coun- 
tries. 

87. We do not think the term bounty is in any view 
properly applicable. If the silver price of wheat in India 
is no higher than it was, its growth can be no more profit- 
able, and there is, therefore, nothing to stimulate in- 
creased production. 

At the same time, it must be admitted that the Indian 
producer is for the time in a somewhat more favourable 
position than his English competitor. 

The elements which go to make up the cost of produc- 
tion in India being payable in silver, and not having ma- 
terially increased, the Indian producer, supposing him to 
obtain the same silver price, is in substantially the same 
position as before, even although the gold price of silver 
has greatly fallen. The gold price of his produce has 
fallen, but so has the cost of production as measured in 
gold. 

The English wheat-grower, on the other hand, who re- 
ceives the corresponding gold price, that is, a lower price 
than before, is in a worse position, except so far as he 
can reduce the cost of production in the same ratio as the 
price of the product. That is to say, unless there is a fall 
in rent, taxes, wages, and the other elements of which 
the cost of production is made up, proportionate to the 
fall of price, he is at a disadvantage as compared with 
the Indian producer; and as it can hardly be contended 
that this adjustment has as yet completely taken place, 
there can be no doubt that the English wheat-grower is 
for the present placed at some disadvantage. 

88. In our opinion it is only to a limited extent that 
prices can have been affected by, or that the low price 
of agricultural produce can be due to, the fall in the gold 
price of silver or the appreciation of gold. 

The depressed condition of agriculture is at least large- 
ly due to the other causes to which we have, in the earlier 
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part of the report, called attention ; and it must not be 
forgotten that it is only in one important description of 
agricultural produce that India competes with this coun- 
try. 

89. We have next to discuss the allegation that the price 
of commodities produced in this country, and exported to 
silver-using countries, has been affected by the fall in the 
gold price of silver. 

It is said that inasmuch as the Indian producer gets no 
higher silver price than before, and the ryot is paid the 
same silver wages, they are not in a position to give more 
silver than before for the produce which they buy, and, 
therefore, cannot purchase as much as before, unless the 
manufacturer is willing to sell at the same silver price, 
that is to say a lower gold price ; and the result of this 
must be either a diminished sale of these imported goods, 
or the supply of an inferior article, or the sale of the 
same article at a lower gold price. 

Very serious complaints have been made of the con- 
sequences which are said to have ensued, especially to the 
trade and manufactures of Lancashire. 

90. We do not deny that fluctuations in the rate of ex- 
change do constitute to a certain extent an impediment 
to trade ; nevertheless it appears that the trade between 
this country and India has increased largely in volume. 

But it is said that as the gold price of silver has con- 
tinued to fall, so the price of Lancashire goods exported 
to India and China has fallen in correspondence with it. 

Inasmuch as it appears to be the fact, whatever be the 
true explanation of it, that the Indian producer receives, 
notwithstanding the fall in the gold price of silver, no 
more silver for his produce than before, and the wage- 
earner no higher wages, we think that these circumstances, 
other things remaining the same, would have a tendency 
to reduce either the quality or the price of the goods ex- 
ported to silver-using countries, or perhaps both. 

The increased volume of trade may be accounted for by 
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an increase in the number of wage earners and the pur- 
chasing power of the country, consequent upon its in- 
creased prosperity, and the growth in its own export 
trade. The opening up of the country by means of rail- 
ways, and the development of agricultural industry would 
no doubt enable a larger number of persons to purchase 
the imported commodities. 

91. But we think it would be wrong to attribute the 
whole or anything like the whole fall in the price of Lanca- 
shire goods to such a cause as that above described, even 
if it has had any substantial operation. 

Many other factors have been at work. The cost of the 
raw material has diminished, and so has the expense of 
conveying the goods to their destination, and consider- 
able economy has been effected, by improved machinery, 
in the cost of production. A given number of workers can 
now turn out a greater product. 

All these changes have conduced to enable the manu- 
facturer, without any alteration of his position, to sell to 
the Indian purchaser at a considerable reduction in price. 

92. In addition to this, those who have most loudly com- 
plained of the disastrous effect upon Lancashire indus- 
tries of the fall in the gold price of silver, themselves at- 
tribute the unfavourable position of these industries in 
part to other causes, and notably to the enormous develop- 
ment of competition due to the large increase in the num- 
ber of mills, which they allege has arisen from the 
working of the Limited Liability Acts. 

93. Even if it be admitted that the depression of prices 
may possibly have been intensified by the changed relation 
of silver to gold, we think that it is mainly attributable 
to other causes ; and it must be remembered that if the 
conclusion we have expressed as regards the depreciation 
of silver be well founded, the fall in the silver price of 
important Indian products would, but for the fall in the 
gold price of silver, have been considerably greater than 
it has been; and if so, the producer has, by reason of that 
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fall, received more silver for his produce than he other- 
wise would, and has, therefore, been able to give more 
silver for imported goods than if no such fall had taken 
place. 

94. We have already pointed out that even upon the 
hypothesis we have been discussing in the preceding §§, 
it must not be assumed that a rise in the gold price of 
silver would be followed by an equal rise in the gold price 
of Indian commodities; and if it were not, the Indian 
producers would receive less silver for the same amount 
of produce, and it would not therefore necessarily follow 
that they would be able to pay a higher gold price for the 
goods they purchased. 

95. So far as the fall in prices can be connected with 
the currency, it cannot be denied that it is attended with 
great inconveniences. 

It must tend to diminish the margin of profit, or even 
to cause it to disappear altogether, and this necessarily 
results in an effort on the part of the manufacturer to 
economise the cost of production by reducing the wages of 
the operatives. 

Even if the manufacturers could succeed in reducing 
wages sufficiently to maintain their former position, this 
could only be done after considerable struggles and an 
amount of friction very undesirable. 

It is true that real wages depend not on their nominal 
amount but on their purchasing power, and that the wage- 
earning class may be in the same position as before, al- 
though they receive lower nominal wages. 

But this is not immediately obvious, and does not pre- 
vent the disturbance of trade and the ill-feeling which 
result from an effort to reduce wages. 

Further, it seems by no means clear that there has been 
a fall in the price of all that the wage-earner needs, and 
upon which his wages are expended, equivalent even to 
the reduction of wages which has, in fact, taken place. 

96. Here again, however, we must beware of exaggera- 
tion. 
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TheFe is always a temptation to refer all the phenomena 
which are observed to a single cause; but, both lower 
wages and want of employment, which depend on the state 
of the labour market, must have been affected by other 
causes besides the special one we are considering. All 
labour-saving inventions and the displacement of labour 
from other branches of industry, such as agriculture, must 
have tended, for a time and until a complete adjustment 
has taken place, to lower the rate of wages. 

97. It is not only in the manner which we have been dis- 
cussing that the trade of Lancashire is said to have been 
affected. Complaints are also made, as we have seen, that 
a part of that trade has been lost owing to the competi- 
tion of cotton mills in India, and especially at Bombay, 
which, it is alleged, have been unduly fostered by the 
advantage afforded them through the lower gold price 
of silver. 

We need not repeat the facts relied on, which are to be 
found in § 76 of our main report, where we have pointed 
out that the question is of a very technical character, and 
is still under consideration by experts. Under these cir- 
cumstances we are not prepared to pronounce any judg- 
ment upon it. 

98. In concluding the expression of our views upon this 
part of the case, we would observe that the character and 
mode of operation of the influence which the currency ex- 
erts upon prices are matters of extreme complexity, and 
have been the subject of extended discussion. 

Extremely different views have been maintained and 
adhered to with equal tenacity by able and painstaking 
economists. Treatises of considerable length have been 
written expounding these different views. 

We feel that it is quite impossible, without extending 
this report to an unreasonable and inconvenient length, 
to exhaust the discussion of the subject. All that we can do 
is to indicate the conclusions at which we have arrived, 
alluding briefly to the arguments which have been most 
prominently put forward. 
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We are strongly impressed with the conviction that the 
materials do not exist, and that the time has not arrived 
for the expression of a confident opinion upon these 
points. We offer our conclusions as at best but an approx- 
imation to the truth, and not as logical deductions rest- 
ing upon the assured basis of ascertained facts. 

99. We may summarise our conclusions upon this part 
of the case as follows: — ^We think that the fall in the 
price of commodities may be in part due to an apprecia- 
tion of gold, but to what extent this has affected prices 
we think it impossible to determine, with any approach 
to accuracy 

We think, too, that the fall in the gold price of silver has 
had a tendency operating in the same direction upon 
prices ; but whether this has been effective to any, and if 
so, to what extent, we think equally incapable of deter- 
mination. 

We believe the fall to be mainly due, at all events, to 
circumstances independent of changes in the production 
of, or demand for, the precious metals, or the altered re- 
lation of silver to gold. 

As regards the fall in the gold price of silver, we think 
that, though it may be due in part to the appreciation of 
gold, it is mainly due to the depreciation of silver. 

100. We have hitherto been dealing with the effects 
which currency changes are alleged to have produced 
upon the commerce of this country and of India general- 

We now turn to certain special evils which are said to 
affect the financial position of the Indian Government, 
Here we are on firmer ground. It is not necessary to make 
any detailed statement of the considerations bearing upon 
this part of the case, as they are fully set forth in § 103 
and the following §§ of our main report. We have al- 
ready made some allusion to them in the discussion of the 
results which have flowed from the fluctuating relation 
between gold and silver. 
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101. There cannot be two opinions as to the very serious 
effect which the continued fall in the gold price of silver 
has had on the finances of the Government of India. 

Unless expenditure he diminished every additional fall 
in the value of the rupee renders additional taxation 
necessary if a deficit is to be avoided; and even if it be 
true that India has upon the whole benefited by the fall 
in the gold price of silver, that the condition of her agri- 
cultural industry has improved, and that commercial 
enterprises have prospered, this does not obviate the 
dif&culties of the Government. 

Even if, in consequence, additional taxation might in 
some quarters be well borne, it is not easy, if indeed it be 
possible, to devise means by which such additional tax- 
ation should impose a burden only on those who are able 
to bear it. 

102. We are fully impressed with a sense of the difficul- 
ties which surround the Indian Government, and of the 
serious questions to which any proposed additional tax 
must give rise. 

It is not only the embarrassment which has already been 
caused to the Government of India that has to be borne 
in mind, but the impossibility of foreseeing to what extent 
those embarrassments may be increased, and their diflS- 
culty augmented, by a further depression in the value of 
silver. 

We have no hesitation, then, in expressing the conclu- 
sion that the changes in the relative value of the precious 
metals are causing important evils and inconvenience to 
the Government of India, which are well worth the en- 
deavour to remedy them, if a remedy can be devised, 
which could be adopted without injustice to other interests, 
and without causing other evils or inconveniences equally 
great. 

It must be remembered, however, that if the view be 
correct that there has been a substantial fall in the value 
of silver which has prevented the silver prices of Indian 
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produce being as low as they otherwise would have been, 
then to that extent the Indian taxpayer has escaped the 
increase of his burdens which would have resulted, assum- 
ing the taxes imposed to have remained the same. 

Conclusions as to the Ebmbdies which have been 

SUGGESTED. 

103. We turn now from the consideration of the evils 
attributed to the altered relation of gold and silver and 
to currency changes, to inquire whether any remedy can 
be found which would remove these evils, without bring- 
ing with it others, as great or greater, in their place. 

No measure has been suggested that claims to be any- 
thing like so complete and thorough a remedy as the adop- 
tion of the system known as bimetallism. 

Objection has been taken to the use of this term on the 
ground that it does not accurately describe the nature of 
the system. It is unnecessary to discuss the justice of this 
criticism, as the term has been so generally employed to 
describe the arrangement which prevailed in the Latin 
Union prior to 1873, that it would only cause confusion 
if we were to adopt any other expression. 

104. We have described in § 116 of Part I., what are 
the essential elements of a bimetallic system of currency. 

Before proceeding to discuss the merits and demerits of 
such a system, we would observe that we shall do so on 
the basis that this country would not be prepared to enter- 
tain the question of its adoption at all, unless as part of 
an international arrangement to which the leading com- 
mercial nations of the world were parties. 

No one has seriously proposed that England should, ex- 
cept as a party to such an arrangement, abandon her pres- 
ent gold standard, and substitute a bimetallic one, and 
although some have maintained the position that if the 
Latin Union alone were to revert to their former practice, 
it would be effectual to achieve the object in view, the 
advocates of bimetallism are generally agreed, that the 
true basis to be sought is such an international arrange- 
ment as we have indicated. 
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We should, however, point out that they are not agreed 
as to the inclusion of India in any such arrangement. Its 
exclusion would be a singular anomaly. Its inclusion would 
provoke fresh and grave difficulties. 

Nor have we any means of ascertaining what view would 
be taken by Australia and other of our Colonies with refer- 
ence to the formation of a bi-metallic union. As large pro- 
ducers of gold they might naturally take objection to it, 
and it would be a serious matter to introduce a different 
system of coinage in the mother country and our larger 
colonies. 

105. We would further observe that if the question is to 
be entertained at all, it appears to us that it should only 
be on the basis of a ratio, between silver and gold, approxi- 
mating to the present market ratio of the two metals. 

It would not of course be practicable for obvious reasons 
to adopt, as the basis of the arrangement, what happened 
to be the market ratio at the date fix;ed for its coming into 
operation. It would probably be thought desirable to take 
the average ratio of two or three years. 

We will state hereafter our reasons for thinking that it 
would be highly inexpedient to adopt a ratio differing very 
materially from that ruling in the market, and that to re- 
vert to the ratio of 15% to 1 formerly in force in the Latin 
Union would be fraught with serious danger, not to speak 
of injustice. 

We shall for the present pursue the inquiry upon the as- 
sumption that an international agreement could be arrived 
at, under which the United Kingdom, Germany, the United 
States, and the Latin Union should be parties to the adop- 
tion of a bimetallic system with a ratio approximating to 
the market ratio. 

106. The first question that arises is, how far would such 
a scheme remove the evils to which we have drawn atten- 
tion? 

The proved evils we take to be the following: — The in- 
convenience and burden to which the commerce between 
gold and silver using countries is subject, owing to fluctua- 
tions in the relative value of these metals ; and, further, 
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the difficulties in which the Indian Government is involved, 
owing, not only to the fluctuations in the relative value of 
the metals forming the standard in this country and in the 
Indian Empire respectively, but also to the fall which has 
taken place in the gold price of silver, as well as the un- 
certainty and apprehension due to the impossibility of 
forecasting the future position of that metal, and the ex- 
tent to which its gold price may yet fall. 

There are other evils complained of — such as the fall of 
prices attributed to the appreciation of gold, the alleged 
tendency in the fall of the gold price of silver to depress 
the prices of commodities produced in and exchangeable 
between gold and silver using countries, and the further 
tendency attributed to this fall, to favour unduly the com- 
petition of India, as against this country, alike in its in- 
ternal commerce and in that with silver-using countries. 
These are, no doubt, worthy of grave consideration, as pos- 
sibly arising from alterations of the currency, and of the 
relation of the precious metals to one another, but we do 
not consider them as by any means proved. 

Possibility of towards answering the inquiry we 

fixity of the hsiYe proposed to ourselves is to determine the subsidiary 
ratio. question whether a bimetallic arrangement could create 

and maintain a stable ratio between silver and gold. 

We have already so fully set out the opposing views held 
on this point, that it will be sufficient, without examining 
them at any length, to state the conclusions at which we 
have ourselves arrived. 

We think that in any conditions fairly to be contem- 
plated in the future, so far as we can forecast them from 
the experience of the past, a stable ratio might be main- 
tained if the nations we have alluded to were to accept and 
strictly adhere to bimetallism, at the suggested ratio. We 
think that if in all these countries gold and silver could 
be freely coined, and thus become exchangeable against 
commodities at the fixed ratio, the market value of silver 
as measured by gold would conform to that ratio, and not 
vary to any material extent. 

We need not enter upon a detailed explanation of our 
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reasons for entertaining this view, since they will be gath- 
ered from what we have already stated when discussing 
the causes of the divergence in the relative value of the 
two metals, and will be seen to result, in our judgment, as 
well from a priori reasoning as from the experience of the 
last half century. 

108. We do not deny that it is conceivable that these an- 
ticipations might be falsified by some altogether unprec- 
edented discovery of one or other of the precious metals, 
and that the maintenance of a stable ratio might then be- 
come difficult. But for practical purposes, we think we may 
put this aside and reasonably act on the assumption that 
no such grave dislocating cause is likely to arise. We have 
already drawn attention to the fact that, during the time 
covered by the great gold discoveries, the production of 
silver continued undiminished, and that of late years, 
when gold is said to have been appreciating, the produc- 
tion of silver has increased. 

109. We pass on then, to the next point, namely, assum- 
ing such a stable ratio to be secured, what effect would 
it have upon the evils with which we have to deal? 

Fluctuations of exchange between countries having a 
different standard, so far as they depend upon the vary- 
ing relation of silver to gold, would cease, and the per- 
plexities and difficulties which now so severely beset the 
Indian Government would be at an end, subject to this 
qualification, that so far as the burden on the Indian Ex- 
chequer is due to the fall which has taken place in the gold 
price of silver, that burden would continue permanently. 

But it must be remembered that in the view of the In- 
dian Government — and upon this point we agree with them 
— this would involve less danger and evil, than the con- 
tinuance of the present state of uncertainty with the risk 
of a future fall. 

110. As regards the other evils which we have classed as 
possibly or probably due to monetary changes, rather than 
as conclusively proved to result from them, the adoption 
of bimetallism would not be without its effect. 
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In SO far as the fall in prices which has occurred is due 
to the appreciation of gold, we think its adoption would 
tend to check and diminish, if not to prevent, further de- 
pression of prices from appreciation of the standard. 

If in any degree the fall in the price of commodities pro- 
duced in and exchangeable between gold and silver using 
countries respectively has resulted from the fall in the 
gold price of silver, this cause would cease to operate, and 
no further depressing influence could ensue from it when 
once a stable ratio between the two metals was established. 

Finally, if it be true that a fall in the gold price of silver 
unduly favours Indian manufacturers in their competition 
for trade at home and with silver-using countries, there 
would be no extension of this fostering influence. 

111. We may point also to an advantage of a different 
character which might perhaps arise from the adoption 
of bimetallism. 

There seems reason to believe that the production of 
gold has been diminishing, and it is uncertain whether this 
diminution has reached its lowest point. 

On the other hand, there is some reason to suppose that 
the use of that metal in the arts is likely in the future to 
increase. There can be no doubt too that the population 
and commerce of nations having a gold standard may be 
expected to increase largely. 

Under these circumstances it may be open to argument 
that the vast superstructure of credit, which rests upon 
a gold basis, would run the risk of being disturbed if the 
standard were found to be appreciating. If, on the other 
hand, credit were founded on a bimetallic, instead of a 
gold standard, the base upon which the fabric rests might 
be enlarged, and the danger to which we have alluded 
might be diminished. 

112. We have yet to consider whether the adoption of 
the bimetallic system, even if it did effect a cure of all or 
some of the evils, at present experienced, would be itself 
productive of mischief as great or greater. 

We have already pointed out that so far as the finances 
of India have suffered from the fall in the gold price of 
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silver, the burden due to this cans-e would then become 
permanent. 

It is also obvious that if, and in so far as, the gold price 
of commodities has fallen owing directly to the fall in the 
gold price of silver, that fall would, other things remaining 
the same, be permanent also, and the chance of some rise in 
these gold prices, due to a rise in the gold price of silver, 
would be lost. 

But if, on other grounds, the adoption of bimetallism 
were deemed expedient, we should not regard this as a 
fatal objection, or as counterbalancing the advantages to 
be obtained from it. 

113. There are other reasons against its adoption, de- 
serving of far more serious consideration. 

It is alleged that the position of England as the finan- 
cial centre of the world depends greatly upon the fact 
that she has, and has for a long time enjoyed, a gold 
standard. 

This is no doubt strenuously controverted, and it is as- 
serted by other authorities that the financial position of 
England is in no way bound up with the circumstance 
that she is monometallic, and that her standard is a gold 
one. 

We need hardly dwell upon the fact that the financial 
position which this country occupies is a matter of im- 
mense importance, that the risk even of interfering with 
it, or of taking any course which could reasonably be ex- 
pected to affect it, is not to be lightly encountered; and 
even those who do not entertain grave apprehensions of 
a disturbance of existing financial conditions, if we were 
to depart from monometallism and accept the bimetallic 
standard, cannot dispute the fact that the existence of 
such apprehensions is not to be treated as a trivial circum- 
stance, or one to be lightly regarded. 

The danger may be enhanced by the circumstance that 
the mere fact of one change having been made would lead 
to the apprehension that others might follow. 

114. It has not been suggested by the advocates of bi- 
metallism that we ought, if .that system were adopted, to 
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prohibit contracts requiring performance by the payment 
specifically of one or other of the precious metals ; and in 
the present state of financial opinion and practice it seems 
by no means certain that such contracts, if permitted, 
would not be common. 

The result of this might be not only to cause some strain 
upon the bimetallic ratio, but to send gold to a premium, 
and to produce considerable financial disturbance. 

115. A further danger to be apprehended is that the 
nations who were parties to the bimetallic arrangement 
might not continue to adhere to it. 

It may be difficult to suggest any motives which should 
make it their interest to secede ; and it may be capable of 
proof that any country violating the international com- 
pact would subject itself and its people to loss and serious 
inconvenience, but, unhappily, enlightened self-interest 
is not the only motive of the political action of nations, 
nor is self-interest always enlightened. A desire to inflict 
injury may often exercise as potent an influence as self- 
interest, and the idea that the financial position of one 
country might be endangered with a resulting advantage 
to other countries might well aflFord a sufficient motive for 
action. 

Any such departure from an international compact 
might indeed set this country free again to act as she 
chose, but if the result were to compel her to revert to the 
system she had abandoned, she would undoubtedly find 
herself in a position worse and fraught with greater evils 
than if she had maintained her existing standard. 

At present the action of this country is unfettered, and 
not dependent upon the course taken by any other Power. 
This condition of freedom would cease as soon as she be- 
came a party to an international agreement. 

Dangers arising from this cause would be aggravated 
if it were found necessary, as we think it would be, to em- 
body in an international agreement detailed stipulations 
with regard to the coinage, currency, or internal financial 
arrangements of the several countries joining in it. 
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116. Another serious consideration is that the govern- 
ments as well as the banks and financial institutions of 
particular countries might, notwithstanding the existence 
of a bimetallic system, seek to accumulate gold. It may 
truly be described as at present the more esteemed metal 
of the two. There has certainly been a tendency of late 
years to substitute it for silver as the standard, and to use 
it to an increased extent for currency purposes throughout 
the commercial world. With the single exception of the 
Bland Act in the United States, all recent changes in cur- 
rency legislation have been in the direction of using gold 
rather than silver for currency purposes. This fact shows 
at any rate a sentiment in favour of gold which may not 
be without its influence ; and indeed beyond the mere senti- 
ment, the superior convenience of that metal for monetary 
purposes may tell in the same direction. 

117. In addition to this, the apprehension that the bi- 
metallic arrangement could not be relied on as permanent, 
and the fear of secession from it, might operate strongly 
to induce bankers and financiers to hold as large a stock 
as possible of gold rather than silver. This might cause a 
struggle for the possession of gold with consequent finan- 
cial disturbance, and with the result that nations who are 
accustomed to the use of gold for the actual purposes of 
currency, and who have enjoyed its superior advantages 
for that purpose, owing to its bulk being less in propor- 
tion to its value, might not be able easily to acquire or 
retain all that its people needed for these purposes. 

118. In this connexion, the experience of France is, we 
think, very instructive. The table given in § 124 of the 
main report shows the coinage in that country from 1816 
to 1880. 

It will be observed that from 1830 to 1845 the coinage of 
gold was almost replaced by that of silver, and from 1846 
to 1865 that of silver again, to a great extent, by that of 
gold. The continuance for a few years longer of the con- 
ditions which prevailed up to 1845 would apparently have 
resulted practically in the entire cessation of gold coinage 
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in France. Even as things were, the result led to the exist- 
ence of an agio on gold coins ; and it seems probable that 
the most extended international agreement would lead 
from time to time, in some of the countries included in it, 
to the existence of a premium on either the gold or the sil- 
ver coins ; and it cannot be denied that an agio on any part 
of the coinage would be a serious evil. 

119. Apprehensions have been expressed that if a bi- 
metallic system were adopted gold would gradually dis- 
appear from circulation. If, however, the arrangement in- 
cluded all the principal commercial nations, we do not 
think there would be any serious danger of such a result. 

Such a danger, if it existed at all, must be remote. It is 
said, indeed, by some that if it were to happen, and all na- 
tions were to be driven to a system of silver monometal- 
lism, the result might be regarded without dissatisfaction. 

We are not prepared to go this length, but, at the same 
time, we are fully sensible of the benefits which would 
accrue from the adoption of a common monetary standard 
by all the commercial nations of the world, and we are 
quite alive to the advantage of the adoption by these na- 
tions of an uniform bimetallic standard as a step in that 
direction. 

120. We have thus pointed out the advantages and dis- 
advantages to be anticipated as the result of entering into 
the bimetallic compact suggested. 

We have now to weigh the advantages against the dis- 
advantages, and to answer the question whether in our 
opinion the result of the change would, upon the whole, 
prove beneficial. 

It is comparatively easy to estimate with substantial 
accuracy the extent and force of evils or inconveniences of 
which we have had experience. To weigh with just and 
accurate balance the possible dangers and evils that might 
result from a change is a very different matter. They must 
be largely the subject of conjecture. The opinions of econo- 
mists and men of experience in financial matters with re- 
spect to them have differed, and are likely to differ. Even 
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if not prepared to rate them as high as some have done, 
we cannot question their reality. 

The change proposed is tremendous, and we cannot bnt 
feel that to a great extent it would be a leap in the dark. 

The public mind certainly is not prepared for it at pres- 
ent, and the very novelty of the proposal would excite 
apprehensions, which, in themselves, might not be without 
their danger. 

We speak of the novelty of the proposal, because, though 
it has been for some years publicly advocated with great 
ability and earnestness, it has not found anything like gen- 
eral acceptance, and those accustomed to the existing sys- 
tem have often been disposed to put it aside as a chimerical 
proposal, unworthy of serious consideration. 

Under all these circumstances, whilst fully impressed 
with the difficulties of the present situation, and more es- 
pecially with those which affect the Government of India, 
we are not prepared to recommend that this country 
should proceed to negotiate with other nations a treaty 
employing a bimetallic arrangement. We feel that the 
matter needs much more discussion and consideration in 
the financial world, and by practical men, than it has yet 
received, and that we are not in a position to advise with 
any confidence that the change could be made safely, or 
without the risk of creating evils exceeding those which 
we at present experience. 

121. We have hitherto discussed the subject on the as- 
sumption of a bimetallic ratio approximating to the pres- 
ent market value of the metals. 

We have now to state our objections to the proposal Objections 
that this country should agree to a bimetallic arrange- to reverting 
ment with the old ratio of 15^/^ to 1, which differs so widely is^^to i. 
from the present market ratio. 

It is said indeed by some of the advocates of bimetallism 
that this is the only ratio at which an international agree- 
ment could be secured. We do not think it falls within the 
scope of the reference to us to express any opinion upon 
the point ; nor have we the materials for forming one. 
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But though we appreciate the difficulties there might 
be in inducing some nations to concur in any other ratio, 
it does not appear to us clear that when all the circum- 
stances were considered, and future possibilities taken 
into account, they would necessarily reject a bimetallic 
ratio much more nearly approximating the present mar- 
ket ratio, if there were no hope of securing the result they 
desired. 

122. Eeverting to our objections to the ratio of 15^/^ to 
1, we would observe that doubts may be entertained 
whether it would be possible to restore and maintain per- 
manently a ratio so much at divergence with that which 
at present exists in the market. 

Even if it be admitted, that supposing the Latin Union 
had continued acting as they did before 1873, silver would 
never have fallen to its present gold price, it does not 
necessarily follow that the divergence having arisen, and 
men’s minds having been affected by it, a recurrence to 
the free coinage of silver, even within a more extended 
area, would necessarily restore the former conditions. 

We do not, however, dwell upon this point, and will 
assume for the sake of argument that a stable ratio of 
15% to 1 could be maintained. 

123. We will treat of the effect of a bimetallic system 
at such a ratio, first, upon the interests of this country, 
and next of India. 

If the efiPect of the currency changes made by other na- 
tions within the last 20 years, coupled with the changes in 
the production of the precious metals, have produced an 
appreciation of gold resulting in a fall of prices, the re- 
sult of adopting bimetallism at the suggested ratio would 
be to cause a rise in the price of these commodities, and 
thus, by an act of the State, to alter the relation of debtor 
and creditor, and of those who have entered into commer- 
cial contracts. 

This rise might be sharp and serious, and lead, as such 
rises not unfrequently do, to serious commercial confu- 
sion and disaster. It might also diminish the purchasing 
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power of wages without, for a time at any rate, increasing 
their nominal amount. 

124. Such a measure would be manifestly unjust. It injustice of 
may be said that it would only be reversing the process e^ctS^g an 
which has been going on; but those whose position has artificial rise 
been altered by the fall of prices are not the same persons 

as those whose position would be affected by the rise ; and 
it is one thing to have to submit to conditions which are 
the result of causes entirely outside the action of the State, 
and another to be called upon to endure loss resulting 
from its interposition. 

125. We do not dispute that all monetary relations and 
liabilities are entered into and incurred subject to such 
alterations of the currency of the country as the public 
advantage may demand, and that to any inconvenience, 
resulting from a change dictated by those motives, the 
subjects of every country must be liable. 

But so far as this change is advocated, as it is by many, 
on the very ground that it is calculated to raise prices, we 
should object strongly to State interference with the cur- 
rency with any such object, and should think such artifi- 
cial raising of prices an evil, even if the change were made 
for other reasons. 

If currency changes need to be made for the public 
weal, inasmuch as they must involve inconvenience or loss 
to some, it appears to us that justice requires that the 
change should in nowise transcend the necessities of the 
case, and that the loss or inconvenience should be ren- 
dered as small as possible. 

126. Even those who are not disposed to attribute the 
fall in the price of commodities which has marked recent 
years entirely, or to any great degree, to monetary 
changes must admit that such an alteration as that pro- 
posed would be likely for a time, if not permanently, to 
cause a serious disturbance of prices. The very fact that 
many people anticipate a great rise of prices from such a 
change would of itself tend, for a time, to bring about that 
result. 
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127. Another consideration which we think deserving 
of very great weight is this. If such a ratio were adopted, 
all the dangers to which we have drawn attention, as pos- 
sibly connected with the adoption of a bimetallic system, 
even at the existing market ratio, would be much in- 
creased. The risk of a struggle for gold, of endeavours to 
accumulate that metal, of a temptation to break away 
from the agreement, and of the other causes of financial 
disturbance upon wMch we have dwelt, would be greatly 
intensified. 

128. It must be remembered too that this country is 
largely a creditor country of debts payable in gold, and 
any change which entailed a rise in the price of commodi- 
ties generally, that is to say, a diminution of the purchas- 
ing power of gold, would be to our disadvantage. 

129. The interests of our Australian and other gold- 
producing Colonies, at which we have already glanced, 
must also be considered. Their deposits of gold are one of 
their principal sources of wealth, and any measure which 
tended to check gold-mining or to depreciate that metal 
would, in all probability, injuriously affect the prosperity 
of the Colonies, and re-act upon the trade of the mother 
country with them. 

130. Turning next for a moment to the special dangers 
to India, which might result from adopting this ratio, we 
would remark that although the Government of India 
would undoubtedly be a gainer, in so far as the burden of 
its gold debt would be diminished, yet there would be at 
least a serious risk of substantial mischief to the people 
of India. 

If there be any truth in the theory that the fall in the 
gold price of silver has depressed gold prices, the silver 
price remaining stationary, we have pointed out our rea- 
sons for believing that it by no means follows that a rise 
in the gold price of silver would create an equal rise in the 
gold price of commodities. And if the gold price of com- 
modities produced in India did not rise to the same ex- 
tent as the price of silver, the Indian producer would 
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receive a lower silver price for his commodities, while he 
would remain liable to the same taxes and charges as be- 
fore. This would be the case also, if the view we have in- 
dicated be correct that the fall in the gold price of silver is 
due mainly to the depreciation of silver. 

Any change having the effect of lowering silver prices, 
while taxes and charges remained unaltered, might occa- 
sion serious discontent, and if it were seen to be a conse- 
quence of political action, it might create political dangers 
as grave as any that are likely to result from a continu- 
ance of the present conditions. 

Further, if it be true that cotton manufactures in India 
have been fostered and stimulated by the fall in silver, it 
would be a serious matter, and certainly likely to engender 
great discontent, if by an act of the State, the manufac- 
turing industry thus created were seriously hampered if 
not destroyed. 

131. We have already intimated our doubts whether the 
advantages to Indian producers, or the disadvantages to 
English producers, alleged to arise from recent currency 
changes have been proved; and our still greater doubts 
whether, if they do exist, they would be removed by taking 
measures to return to the status quo. But on the assump- 
tion that they would be so removed, we desire to express 
our opinion that, so far as the measure in question has this 
object in view, it would be questionable, in point of jus- 
tice and policy, for this country to take from India by 
legislation any benefits the latter may have derived from 
changes in the value of precious metals which are in no- 
wise due to such legislation. 

132. Although we have not felt ourselves able to recom- 
mend that this country should enter into negotiations with 
the view of establishing a bimetallic system of currency, 
we have indicated that we are fully sensible of the con- 
siderations which have been urged by the Government of 
India ; and we think that every proposal which seems cal- 
culated to diminish these difficulties, and to ease the exist- 
ing situation, is deserving of very careful consideration, 


Difficulties 
of the 

Government 
of India 
deserving 
of serious 
considera- 
tion. 



208 


EOYAL COMMISSION ON GOLD AND SILVER: 


Remedies 
other than 
bimetallism. 


Repeal 
of silver 
plate duty. 
Report, 
Parti. 


Negotiations 
■with other 
countries 
■with a view 
to a larger 
coinage of 
silver. 


and that an earnest endeavour should he made to adopt 
any which should appear to promise substantial advan- 
tage without the risk of greater evils. 

133. We have already given our reasons for thinking 
that some of the proposals presented to us, such as those 
discussed in §§ 167 and 168 of Part I., are impracticable, 
and it is not necessary to dwell further upon them. 

The proposition to establish a gold standard in India is 
deserving of more serious consideration, but it cannot be 
disputed that there are formidable difficulties in the way 
of its adoption. 

We think, however, that in the consideration of this, or 
any other proposal of Indian legislation, for removing the 
difficulties of that Government, the interests of India 
should alone be considered. While we cannot recommend 
that the mother country should run any serious risk in 
altering its system of currency in order to assist the de- 
pendency, we think that the Government of the latter 
should be allowed a free hand to deal with the problem as 
it considers best in its own interest. 

134. Before passing on to other proposals there is one 
which we recommend for adoption without hesitation. 

We refer to the abolition of the duty on silver plate, to 
which we have drawn attention in § 173. We do not sug- 
gest that it is likely to have any very extensive result, but, 
so far as it operated, it would be beneficial, and a step in 
the right direction. 

135. We pass now to other proposals of a practical 
character. 

In our opinion it might be worth while to meet the great 
commercial nations on any proposal which would lead to a 
more extended use of silver, and so tend to prevent the 
apprehended further fall in the value of that metal, and to 
keep its relation to gold more stable. 

Such negotiations would probably be in the direction of 
an agreement that each nation should annually coin a cer- 
tain amount of silver. It would not be essential to such a 
scheme that the amount fixed should be the same in every 
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country, but the question might, no doubt, be raised in the 
negotiations for such an agreement that, in those coun- 
tries where silver is not now legal tender to an unlimited 
amount, it should be made so to a greater extent than at 
present. Any such proposal would have to be considered 
in relation to the extent of the suggested increase and the 
amount of silver agreed to be coined. 

136. The real difficulty of the present situation lies in 
the position of the Government of India on the one hand, 
and of the foreign nations whose currency consists in a 
large part of silver on the other. 

The nations forming the Latin Union are large holders 
of silver, and are greatly interested in maintaining its 
value. It is possible, moreover, that India, in order to ob- 
viate the difficulties from which she at present suffers, 
may determine, as she has already proposed, to follow the 
example of the Latin Union and close her mints, a meas- 
ure which would still further depreciate the value of sil- 
ver. 

If this course were adopted the States of the Latin 
Union, as large holders of that metal, might be seriously 
affected ; and it is worthy of consideration whether for- 
eign Governments might not be approached with a view 
to ascertain whether they would open their mints to a 
greater extent than at present to the coinage of silver, for 
a given term of years, on an undertaking from India that 
she would not close her mints during the same period. In 
order to assist such an arrangement we think that part of 
the bullion in the Issue Department of the Bank of Eng- 
land might be held in silver, as permitted by the Bank Act 
of 1844. 

We are aware that a similar suggestion made in 1881 
was not accepted, but the possibility that India may follow 
the example of the Latin Union in closing her mints may 
render the countries forming that combination more dis- 
posed to entertain the proposal. 

137. We think that the best suggestion in relief of the 
tension of the existing situation is to be found in the issue 
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of small notes based on silver. These might become the 
substitutes for the half-sovereign, and if they came into 
general use, they would afford a remedy for those diffi- 
culties in relation to that coin to which public attention has 
been prominently called. 

Twenty-shilling silver notes might also be issued. If 
these were put into circulation they would probably pass 
largely into use, without any alteration of the law of legal 
tender; and we are inclined to think the Mint or Bank 
might safely be required to issue such notes to some fixed 
amount, in exchange for silver bullion taken at the aver- 
age market price; or the Government might issue them 
upon condition of retaining silver capable of being coined 
into an equal number of shillings. The market thus opened 
for silver might check the decline in price of the metal, be- 
sides producing an economy in the use of gold. 

We are quite aware of the objection which has been 
taken to the issue of small notes on the ground of the great 
expense which would be incurred, if the system at present 
adopted by the Bank of England with reference to its 
existing bank notes were applied to these smaller issues, 
and of the danger of forgery if this system were not ap- 
plied ; but when we consider the enormous note circulation 
for small amounts current in the United States, we cannot 
but think that these apprehensions are excessive, and that 
the difficulties in the way of issuing such notes cannot be 
insuperable. The facts with regard to the issue of silver 
certificates in that country to which we have called atten- 
tion in § 126 of Part I. of the Eeport, throw an important 
light upon the feasibility of the proposal we have been 
discussing. 

138. Though unable to reconunend the adoption of what 
is commonly known as bimetallism we desire it to be un- 
derstood that we are quite alive to the imperfections of 
standards of value, which not only fluctuate, but fluctuate 
independently of each other ; and we do not shut our eyes 
to the possibility of future arrangements between nations 
which may reduce these fluctuations. 

One uniform standard of value for all commercial coun- 
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tries would no doubt, like uniformity of coinage or of 
standards of weight and measure, be a great advantage. 
But we think that any premature and doubtful step might, 
in addition to its other dangers and inconveniences, preju- 
dice and retard progress to this end. 

We think also that many of the evils and dangers which 
arise from the present condition of the currencies of dif- 
ferent nations have been exaggerated, and that some of 
the expectations of benefit to be derived from the changes 
which have been proposed would, if such changes were 
adopted, be doomed to disappointment. 

Under these circumstances we have felt that the wiser 
course is to abstain from recommending any fundamental 
change in a system of currency under which the commerce 
of Q-reat Britain has attained its present development. 

All which we humbly submit for Your Majesty ^s gra- 
cious consideration. 

(Signed) HERSCHELL. 

C. W. FREMANTLE. 

JOHN LUBBOCK. 

T. H. FARRER. 

J. W. BIRCH. 

LEONARD H. COURTNEY. 

Geo. H. Murray, Secretary, 

October 1888. 

In signing this Report we must take exception to § 137. 
No evidence was taken by the Commission with reference 
to a small note issue, and numerous questions and doubts 
occur to us as to the soundness of such a scheme. 

As the Report simply makes the suggestion without 
entering into details, we do not consider it expedient that 
two members of the Commisison should set out the 
grounds of their dissent. We therefore confine ourselves 
to the simple statement that we do not agree with our col- 
leagues on the above point. 

With reference to § 135 we think that, if any change is 
introduced in the amount for which the silver coinage is 
made legal tender, the State should undertake to exchange 
it for gold, if required. 
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We feel also grave doubt as to § 107 of the foregoing 
Eeport. In France, as stated in § 124 of the main Report, 
the coinage of gold almost entirely ceased in 1841-45, and 
that of silver in 1861-65. The powerful combination known 
as the Latin Union, and comprising France, Italy, Bel- 
gium, and Switzerland, have not considered it possible to 
keep their mints open to the coinage of silver, and the ra- 
tio has fallen from 15^ to 1 to 22 to 1. We must, moreover, 
consider the very large use of gold in the arts, estimated 
in § 41 at upwards of 12,000, OOOZ. a year. 

No doubt the adhesion of England, Germany, and the 
United States, would be a very important addition of 
strength, and we do not deny that such a combination 
might for a considerable time be able to maintain the ratio 
adopted. Having regard, however, to the great uncer- 
tainty as to the probable future production of the mines, 
the large use of the precious metals in the arts, and to the 
number of countries which would still remain outside 
the combination, we doubt whether any given ratio could be 
permanently maintained. 

This doubt seems to be supported by the view expressed 
in § 118 of the foregoing Report. 

In considering the expediency of any international 
agreement, it must also be borne in mind that our banking 
arrangements and currency requirements are very dif- 
ferent from those of other countries. 

(Signed) JOHN LUBBOCK. 

J. W. BIRCH. 

I wish to add for the sake, not of dissent, but of distinct- 
ness, that I do not believe that the change in the relations 
between gold and silver currencies has lowered English 
prices. 


(Signed) T. H. FARRER. 
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PART III. 

1. We concur generally in that portion of the foregoing 
Report which is devoted to a statement of the facts relat- 
ing to the subject of our inquiry, and of the various argu- 
ments which have been advanced in connexion with them. 

2. We also concur in the opinion expressed in §§ 192- 
198 of Part I. of the Report, that the primary cause of the 
recent changes in the relative value of the precious metals 
is to be found in the abandonment, by the countries form- 
ing the Latin Union, of the free coinage of both metals 
into legal tender money at a fixed ratio. 

3. But in considering the extent of the evils or incon- Reasons 
veniences which have resulted from this step, and the pos- f 
sibilities of removing them, as well as those which may be part ii. 
expected to arise in the future if no remedy is applied, the 
divergence of opinion between our colleagues and our- 
selves becomes so marked that we have felt it necessary to 
draw up a separate statement of the conclusions to which 

we have been led. 

Evils arising from the Changed Relations of the 
Precious Metals. 

4. To the enumeration of these evils which is contained 
in § § 4r-16 of Part II. of the Report we have little to add. 

They are: — 

(a.) The evils arising from fluctuations in the relative 
value of the two metals, which — 

i. Hamper the course of trade between gold and 
silver using countries ; 

ii. Stimulate abnormally the trade between silver- 
using countries to the prejudice of gold-using 
countries ; 

iii. Discourage the investment of capital in — and 
consequently retard the development of — silver- 
using countries. 

(6.) The evils arising from the progressive and con- 
tinuous fall in the gold price of silver, which, by 
its effects upon the exchange between gold and 
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silver using countries, places the producers and 
merchants in the former country at a disadvan- 
tage as compared with those in the latter. 

(c.) The evils arising from a fall in the gold prices of 
commodities, so far as such fall is due to mone- 
tary causes. 

(d.) The special evils which affect India. 

5. From the Eeport of our colleagues we gather that in 
their view the existence of some of these evils may be con- 
sidered as satisfactorily proved, but that as regards 
others, while admitting the serious character of the allega- 
tions which have been made, they do not by any means 
consider them to be proved, and they are consequently not 
prepared to express any decided opinion upon them. 

We cannot therefore refrain from recording our con- 
viction that the gravity of the evils above set forth has 
been much under-estimated in the foregoing Eeport, and 
that they do constitute such an impediment to the material 
prosperity both of this country and of India as urgently 
calls for a remedy. 

Evils arising from Fluctuations in the Relative Value of 
the Precious Metals, 

6. Taking first the evils resulting from fluctuations in 
the exchange between gold and silver using countries, we 
agree in the views expressed by our colleagues in § 9 : 
‘‘Everything which hampers complete freedom of com- 
“mercial intercourse between two countries, or which im- 
“ poses on it any additional burden, is undoubtedly an evil 
“to be avoided or removed if possible. If therefore a rem- 
“edy could be devised to accomplish this end without in- 
“volving the risk of other disadvantages, there cannot be 
“two opinions that it would be worth while to apply such 
“a remedy.’* 

We shall, at a later period, indicate a remedy which, in 
our opinion, fulfills the above condition. 
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Evils affecting India. 

7. We also concur in the view taken by our colleagues of Position of 
the gravity of the evils which affect the Government of 

India, and which they sum up in the following words (§ 

102 ) 

‘^We have no hesitation then in expressing the conclu- 
sion that the changes in the value of the precious metals 
are causing important evils and inconvenience to the Gov- 
ernment of India, which are well worth the endeavour to 
remedy them, if a remedy can be devised which could be 
adopted without injustice to other interests, and without 
causing other evils or inconveniences equally great. ’ ’ 

8. It is, however, under the two remaining heads that 
the principal divergence between our colleagues and our- 
selves arises. 

In our view a large proportion of the evil effects which 
are produced by changes in the relative value of gold and 
silver result from their action upon the international 
trade between gold and silver using countries. 

Evils arising from Fall in the Exchange between Gold and 
Silver using Countries. 

9. Any change in the relative value of the two metals 
must be accompanied by a corresponding change in the 
prices of commodities measured by them. 

In the present case there has been a fall in the gold price 
of silver, and this has been accompanied by a general fall 
of gold prices in this country, where gold is the standard. 

In India, on the other hand, where, in the opinion of 
nearly all the witnesses whom we have examined, the pur- 
chasing power of the rupee continues unimpaired, the 
prices of commodities measured in silver remain prac- 
tically the same. 

We have no evidence to show that silver has undergone 
any material change in relation to commodities, although 
it has fallen largely in relation to gold ; in other words, 
the same number of rupees will no longer exchange for 
the same amount of gold as formerly, but, so far as we can 
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judge, they will purchase as much of any commodity or 
commodities in India as they did before. 

It is easy to perceive the effect which this fact must 
have on all transactions and remittances passing between 
the two countries, as well as on the interests of the pro- 
ducers and exporters of commodities in both. 

It is commonly alleged that it gives to the Indian ex- 
porter of commodities to England an advantage over his 
competitor in England, which is said to be equal in effect 
to a bounty on his exports; while it places the English 
exporter of commodities to India at a disadvantage, which 
is said to be equal to the loss that he would suffer by the 
imposition of a corresponding duty on his exports. 

We believe that, subject to the qualifications which we 
afterwards express, there is much force in both of these 
contentions. 

The most familiar, and, perhaps, the simplest illustra- 
tion of our meaning may be found in the effect of the ex- 
change on the export of wheat from India, and on the 
relative position of the growers of that commodity in 
either country. 

If, when the gold price of wheat is 405. a quarter, the 
rupee, measured in gold, is worth 25., the producer of 
wheat in India will receive 20 rupees for a quarter of 
wheat. 

If the gold price of wheat then falls 25 per cent, to 305. 
a quarter and the gold price of the rupee falls 25 per cent, 
to l 5 . 6d., the Indian producer will still receive 20 rupees 
for his quarter, and they will purchase as much as they 
did before, because prices in India have remained prac- 
tically the same. 

The position of the English grower, on the other hand, 
is materially changed. 

He will only receive 305. instead of 2Z., and unless all 
other prices have fallen in the same proportion, he must 
be a loser. And the precise measure of his loss will be the 
difference between the purchasing power of 305. at the 
present time and the purchasing power of 21, at the for- 
mer period. 
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If then the English and the Indian producer were com- 
peting upon equal terms, before the fall in the exchange 
occurred, the result will be to largely reduce the profits of 
the former and to leave the latter exactly where he was 
before. He is able to take the lower price of 305. a quarter 
for his produce, instead of 405., without loss to himself, 
and the market price of wheat in England is thus unduly 
depressed. 

A similar result ensues in the case of articles which are 
sent from England to silver-using countries, as for in- 
stance, in the case of cotton goods exported from Lanca- 
shire to India, where the effect of the fall in exchange is 
equally injurious to the English manufacturer. 

For example, cotton goods are sent to India, for which, 
in order to make a profit, the English exporter must re- 
ceive a certain sum, say, 10,0001. 

With the rupee worth 25., 10,000?. is realised by the pay- 
ment of Rs. 100,000. 

With the rupee at l5. 6d., Rs. 133,333 are required to 
realise that sum. 

Will the Indian importer give this greatly increased 
price for precisely the same article as he bought before? 

Obviously not, because prices in India, as we have seen, 
remain the same, and the English manufacturer is in con- 
sequence obliged either to take the same silver price as 
formerly, viz., Rs. 100,000, which means a greatly lowered 
gold price, viz., 7,500?., or not to sell at all ; and in either 
case he undergoes a loss which must be traced directly to 
the fall in the gold price of silver. 

The industries which have suffered most from the fall 
in the exchange are naturally those which are most di- 
rectly connected with the trade between gold and silver 
using countries, such, for example, as the cotton and the 
agricultural industries of the United Kingdom. 

We are not prepared to say, and it is not our view, that 
the fall in exchange can operate permanently as a bounty 
on Indian exports, or as a protective duty against im- 
ports ; but it is obvious — 

First, that the loss which it occasions to the producer 
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in gold-using countries, whatever that may he, must con- 
tinue to operate until there has been a general adjustment 
of the prices of commodities, or in other words, until all 
prices and all the incidents of production have on an aver- 
age fallen in the same proportion. 

Secondly, that the measure of that loss is the difference 
between the purchasing power of the higher price received 
for commodities before the fall and that of the price re- 
ceived at present ; and 

Thirdly, that the date of such a general adjustment is 
uncertain, but will probably be remote, and may be post- 
poned for an indefinite period of time. 

Evils arising from the Fall of Gold Prices. 

10. We have lastly to consider the evils arising from 
the fall in the gold prices of commodities. 

The fact of a general fall of prices, or in other words, 
of an increase in the purchasing power of money in coun- 
tries using a gold standard, can hardly be disputed. On 
this point we need only refer to the tables of index num- 
bers given in § 49 of Part I. of the Report. 

11. In § 47 of Part II. our colleagues express the view 
that ‘ ‘ the greater part of the fall has resulted from causes 
‘touching the commodities rather than from an appre- 
‘^ciation of the standard and again in § 99, ‘‘we believe 
“the fall to be mainly due, at all events, to circumstances 
“independent of changes in the production of, or demand 
“for, the precious metals, or the altered relation of silver 
“to gold.’’ 

From this view we feel bound to dissent. The impor- 
tance of the question, whether the incapacity of the exist- 
ing stock of gold to meet the currency requirements of the 
world arises from the fact that those currency require- 
ments are increasing through the growth of commerce and 
of population, or through the monetary policy of particu- 
lar nations, may easily be exaggerated. In our opinion it 
is almost impossible to distinguish between these two sets 
of causes. A great increase in the production of commodi- 
ties means a great increase in wealth, and would ordi- 
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narily be attended with an increased demand for the 
standard metal. The prices of some commodities would 
fall because they were produced in increasing quantities ; 
the prices of commodities generally would tend to fall be- 
cause there was an increased demand for the standard 
metal, and there are no means of saying how much of the 
alteration in price in any particular case is due to in- 
creased production and how much to increased demand 
for the standard. 

In any case, however, we differ from the view taken by 
our colleagues, to which we have above referred, for the 
following reasons: — 

In the first place we find no proof that the supply of 
commodities generally has increased, or that the cost of 
production has diminished at a greater rate in the years 
which have elapsed since the rupture of the bimetallic par 
than was the case in periods of like duration antecedent to 
that date. 

On the contrary it would seem to be the case that it was 
immediately after, and no doubt in consequence of, the 
great discoveries of science, such as the inventions of 
steam, of electricity, the telegraph, &c., that the most 
marked advances in production were apparent. 

The cost of production was lessened and the facilities 
were increased at that time by the introduction and the 
aid of machinery in the greater degree than they have 
ever been since then, and yet there is no record of any per- 
manent or general fall in prices similar to that which is 
the subject of investigation now. 

Secondly, if gold prices have fallen solely owing to in- 
creased supply of commodities, silver prices should have 
fallen to the same extent, which is not the case. And the 
possible contention that a similar fall in silver prices has 
been averted by increased supplies of silver seems to us 
to be inconsistent with the figures given in §§ 27 and 36 
of Part I. of the Eeport, which show that, as regards coun- 
tries outside of the United States, while the supply of gold 
has fallen off by 15,000,000?. yearly since 1866-70, the an- 
nual supply of silver has increased by less than 4,500,000?. 
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For these reasons we are unable to attach as much im- 
portance as our colleagues to the operation of causes af- 
fecting commodities in producing a general fall of prices, 
which is estimated to average about 30 per cent. ; and we 
think it is incumbent upon those who take that view to ex- 
plain why prices did not fall in a similar degree at the 
earlier periods to which we have referred. 

We are not insensible to the fact that facilities for pro- 
duction are habitually increasing, and the cost of produc- 
tion is constantly becoming less. But these factors have 
always been in operation since the world began, and while 
we recognise their tendency to depress the prices of com- 
modities, they are not, in our opinion, sufficient to account 
for the abnormal fall in prices, which has been apparent 
since the rupture of the bimetallic par, and only since that 
time. 

Moreover, if industrial progress during the last 15 
years has produced this enormous fall of prices, we ought 
to anticipate a further fall of equal magnitude as a con- 
sequence of industrial progress during the next 15 years. 
Is this a conclusion which we can accept ^ and, if so, can we 
contemplate it with equanimity? 

Even assuming, then, that it is possible to maintain the 
distinction drawn by our colleagues, we are led to the con- 
clusion that, while some effect is no doubt due to causes 
affecting commodities alone, it is to monetary causes that 
the larger share of the general fall must be ascribed ; and 
a fall of prices from these causes we consider, for reasons 
given at greater length in § 94 of Part I., to be a serious evil. 

In support of this opinion we may refer to the views 
which were expressed in the final Eeport of the Eoyal 
Commission upon the Depression of Trade in the follow- 
ing words, to which we think it is desirable to recall atten- 
tion : — 

We expressed in our third Eeport the opinion that this 
fall in prices, so far as it has been caused by an apprecia- 
tion of the standard of value, was a matter deserving of 
the most serious independent inquiry, and we do not, 
therefore, think it necessary to investigate at length the 
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causes which have brought it about; but we desire to give 
it a leading place in the enumeration of the influences 
which have tended to produce the present depression.’’ 

Under an appreciating standard, those who are enjoy- 
ing acquired wealth benefit, for a time at least, at the ex- 
pense of those who are acquiring it, and the active and 
enterprising members of society suffer. In this way we 
believe that an appreciating standard of value exercises 
an injurious effect on the rate of increase of the total 
wealth of the community. 

12. There appears to us to be sufficient evidence (to 
which we shall refer later on when we deal in detail with 
the several questions contained in our order of reference) 
to show that the fall of prices and its resulting evils have 
affected all classes of the population (with the exception 
of those in the enjoyment of fixed incomes payable in 
gold), from the manufacturers and producers down to the 
wage-earners; but, in our opinion, it is the latter class 
which have the most direct and immediate interest in the 
adoption of any measure which will re-establish the com- 
parative stability of the standard of value, such as it was 
before the recent divergence in the relative value of the 
precious metals. 

Effects of the Changes on ceetain specified Inteebsts. 

13. Passing next to the effects of the changes which we Remittances 
have described upon the various matters and interests 
specified in our order of reference, we are directed in the of 

first place to consider their bearing upon the remittances 
of the Government of India. 

We have already expressed our concurrence with the 
view taken by our colleagues of the difficulties arising un- 
der this head. 

14. As regards payments under old or fixed con- 
tracts,” it is manifest that such contracts, if dating from 
a period antecedent to the fall in the gold price of silver, 
become more onerous at each successive stage of the fall, 
and that the burden of ‘‘new or current contracts” will 
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increase in the same manner if the fall proceeds further. 

In both cases the uncertainty attaching to the future 
must be a matter of great embarrassment to the Govern- 
ment; but it should be observed that in the case of new 
or current contracts, such as those for the purchase of 
commodities, which do not extend over any long period of 
time, the evil caused by the fall is mitigated, but only in 
so far as the prices of the commodities, in respect of which 
the contracts are made, have fallen as much as, or more 
than, the gold price of silver. 

15. ^‘Persons in India who have to make remittances 
home in gold’’ have suffered in the same manner and to 
the same extent as the Government. Their remittances, 
when converted into gold, undergo an apparent loss at the 
present time of 30 per cent. 

The loss is no doubt alleviated pro tanto by any fall in 
the gold prices of the articles or services for the purchase 
of which the remittance is employed ; but we do not think 
that complete compensation is obtained in this way, and in 
comparison with persons receiving fixed salaries in this 
country, every person receiving a similar salary in coun- 
tries where silver is the standard undoubtedly suffers a 
loss of about one-third on all sums which he remits home. 

Where the remittance is made to cover a fixed charge, 
or to purchase commodities of which the gold price has not 
fallen, the loss is heavy. 

When the rupee was worth 25. a fixed charge of 100^. 
could be met by remitting Es. 1,000. At the present time 
the amount required would be nearly Es. 1,500, an in- 
creased burden on the remitter of 50 per cent. 

16. We are next directed to consider the position of 
“the producers, merchants, and taxpayers of India.” 

(a.) As regards the Indian producer, he gains through 
the operation of the causes set forth in § 9 of this Eeport : 
and he will continue to gain until all the incidents of pro- 
duction in gold-using countries shall have accommodated 
themselves to the new level of prices. On the other hand, 
both the producer and exporter in India must suffer from 
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the uncertainty of the exchange with gold-using countries, 
resulting from variations in the relative value of the pre- 
cious metals. 

(6.) The position of the merchant in India does not 
seem to have been materially affected. So far as the ex- 
port trade of the country may have been stimulated by 
the causes to which we have referred above, he has bene- 
fited. So far as the import trade may have been hampered 
by the operation of similar causes in the converse direc- 
tion, he has sustained a loss. 

But it cannot be doubted that, as in the case of the pro- 
ducer, the constant fluctuations in exchange must have in- 
troduced an element of risk and uncertainty into trade, 
which has been pro tanto prejudicial. 

(c.) As regards the position of the taxpayer in India, 
it is obvious that the necessity of making increased re- 
mittances in discharge of gold debts compels the Govern- 
ment to maintain taxation above what it would be if no 
fall in the value of the rupee had taken place. 

The taxpayer, therefore, considered exclusively as such, 
is a loser. He has to pay a larger number of rupees than 
he would if, instead of Is, 4:d., the rupees were worth Is, 
10V2d, At the present rate of exchange the annual burden 
to India is represented by a sum of about five crores of 
rupees. This amount, constituting as it does about one- 
tenth of the total revenue, properly so called, of the Gov- 
ernment of India, might either, if the rupee were at its 
former value, be remitted, thus relieving the people of 
India from a heavy amount of taxation, or be expended 
in the further promotion of public works, education, and 
other important measures for the improvement of the 
country. 

This large sum has been sometimes represented as a 
loss to the Government, but not to the people of India. The 
distinction is, in our opinion, untenable. In every country 
finance is the most important business of government. But 
in no country is it so important as in India. Yet in India 
we maintain a system of currency such that, in a time of 
comparative peace and growing commerce, its adminis- 
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tration finds itself involved in as many financial uncer- 
tainties and embarrassments as if it were engaged in a 
costly war. 

Again, it is sometimes said that the loss to India is 
nominal, and not real. But if, as we believe, the divergence 
in the values of the precious metals is due to an increase 
in the value of gold, the loss to India is most real. For she 
has to pay the same quantity of gold as before, and that 
quantity is worth more. 

We find in consequence that, after repeated efforts to 
reduce expenditure, the Government of India have been 
at last compelled to resort to fresh taxation of an unde- 
sirable kind, in order to restore the financial equilibrium, 
and that, unless some improvement in this respect shortly 
takes place, it will become indispensable, in order to avert 
financial disorder, to adopt further measures, which are, 
in their opinion, open to grave objection, both on financial 
and political grounds. 

We regret to add that however grave the present finan- 
cial position of the Government of India may be, the fu- 
ture prospect is one which we cannot regard without far 
more serious apprehension. 

We are very far from attempting even to form an 
opinion as to what the future relations of the two precious 
metals may be if they continue, as at present, without any 
fixed ratio between them; but it is impossible to shut our 
eyes to the possibility of a still further relative deprecia- 
tion of silver or appreciation of gold, and a consequent 
increase of the difficulties by which the Government is now 
beset. 

17. As regards the merchants and manufacturers at 
home who trade with India, we have already indicated in 
general terms the mode in which their interests are af- 
fected. 

Both English and Indian producers have had to submit 
to a lower gold price in the English market; but as this 
lower gold price produces the same number of rupees as 
the higher gold price did before, the Indian producer has 
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not suffered, while the English producer, from the causes 
previously mentioned, has undergone a loss. 

To whatever extent this may have been the case, we 
think that the trade between the United Kingdom and 
India has been affected by the recent monetary disturb- 
ance ; but, beyond this, we doubt whether any very marked 
effects have been produced by it, except so far as trade has 
been checked and restrained from its natural expansion 
by the uncertainties and insecurity which have doubtless 
exerted an unfavourable influence. 

The large increase in this trade during the period under 
consideration is often adduced as a proof that no such ad- 
verse influence can have been in operation ; but we think 
that this is sufficiently explained by other causes, such as 
the comparative prosperity of India, the development of 
her railway system, the abolition of import duties, which 
has practically made her a free port, the reduction in 
transport, and the facilities of communication with Eu- 
rope due to the Suez Canal. We also think that, had it not 
been for the monetary disturbance, the trade would have 
assumed still larger dimensions. 

18. Our attention is next directed to the effects of these 
changes upon the interests of the United Kingdom. 

As regards trade with silver using countries other than 
India, we have only to point out that the views which we 
have expressed with regard to India are, so far as they 
concern trade, of general application to aU silver-using 
countries ; but we observe that, in marked contrast with 
our Indian trade, both the import and export trade with 
other silver-using countries appears to have declined in 
recent years. 

One feature in this general decline of trade deserves 
special notice on account of its effect upon the manufac- 
turing industry of Lancashire. 

A serious check appears to have been given to the 
growth of the exports of cotton yarn to China and Japan, 
owing to the rapid increase in the exports from India to 
those countries. The facts are given in § 76 of Part I. of 
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the Report, from which it appears that the exports from 
India increased, between 1876-77 and 1886-87, from 

7.900.000 lbs. to 91,800,000 lbs., or about 1,058 per cent. ; 
and the returns for 1887-8 show a still further increase. 
The exports from the United Kingdom, on the other hand, 
to China, Hong Kong, and Japan, increased steadily, be- 
tween 1877 and 1881, from 33,000,000 lbs. to 47,400,000 
lbs. ; but from the latter year they declined to 26,900,000 
lbs. in 1886, though they rose again slightly in 1887 to 

35.350.000 lbs. 

The competition of the Indian spinning mills of course 
makes itself felt in the home markets of that country ; and 
there is some evidence that our trade with the East in 
coarse yarns has entirely left us. 

The natural advantages which India derives from be- 
ing itself the country where the raw material is produced, 
and from her close proximity to the markets afforded by 
the silver-using countries in the East, are thus enhanced 
by the additional advantages derived from a common 
standard, free from the fluctuations to which the trade 
between India and gold-using countries is subject. 

The divergence between the value of gold and silver, 
therefore, in practice constitutes an advantage to the pro- 
ducer in India, not only in so far as he produces for the 
markets of gold-using countries, but in so far as he com- 
petes with the manufacturers of those countries in the 
neutral markets of silver-using countries. 

19. But it is upon the foreign and internal trade of the 
United Kingdom, and the industrial condition of the coun- 
try generally, that we think the recent currency changes 
have produced the most injurious results. 

We must not, however, be understood as implying that 
in our opinion the depression which has affected the trade 
and industry of the country in recent years is entirely due 
to these changes. Other causes have no doubt been at 
work; but we think that monetary causes have also op- 
erated to a considerable extent. 

20. In our view the magnitude of the evil arising from 
the existing relations between the precious metals is due 
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to the facts, (a) that the commerce of the world is now 
conducted under two distinct standards, instead of one as 
was formerly the case; (b) that those two standards have, 
by being dissociated from each other, lost the important 
quality of relative stability; and (c) that the effect upon 
the trade and industry of the United Kingdom has been 
that of an appreciating standard of value, which, for rea- 
sons above given, we consider to be a serious evil to the 
industrial and working classes. In this respect we are un- 
able to draw any distinction between the foreign and the 
internal trade of the country ; the evils of an appreciating 
standard must obviously apply equally to both. 

21. In regard to our foreign trade we would call atten- 
tion to the falling o:ff in value both absolutely and rela- 
tively to population. 

This reduction of value would, of course, be immaterial 
if the cost of production had decreased in the same pro- 
portion, and if retail prices had followed the fall in whole- 
sale prices. But this does not appear to have been the case. 

22. The evidence of the income tax returns given in § 55 
of Part I. of the Report points in the same direction. Not- 
withstanding a large increase both in population and in 
the production of nearly all commodities, the profits which 
come under the notice of the tax collector are scarcely 
larger than they were 15 years ago, and, what is more im- 
portant, the rate of increase has materially fallen off. 

Prom 1874 to 1886 the increase in the gross amount of 
property and profits assessed to income tax was not quite 
15 per cent. In the preceding 12 years, from 1862 to 1874, 
the increase was 56 per cent. 

23. Turning next to the employment of labour, we think 
that the Commission might with advantage have taken 
more evidence upon this subject, but we desire to call spe- 
cial attention to the evidence of Mr. Pielden, who, besides 
being personally acquainted with the condition of the la- 
bouring classes in the manufacturing districts of Lanca- 
shire and Yorkshire, was able to place before us much 
valuable information with regard to the employment of 
labour in the country at large. 
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He has obtained statistics from 10 of the largest trades 
unions in the country with regard to the number of their 
members out of employment, and the amount of support 
given to them out of the society funds. 

The result is, that while the average number of mem- 
bers in these societies in the years 1871-75 was 98,640, the 
average number out of work was 2,150, or 2-18 per cent, 
and the average cost 44,852Z. per annum. In the years 
1882-86, the number of members averaged 139,338, the 
number out of work 10,063, or 7*22 per cent., and the aver- 
age cost 162,494Z. per annum. 

24. The general conclusions which we draw from his 
evidence are, not only that the rate of wages has fallen, 
but that the amount actually earned, even by those who 
are nominally at work, has, owing to irregularity of em- 
ployment, fallen in a still greater degree, and that the 
number of persons altogether out of employment has dis- 
tinctly increased of late years. 

The important question for the labourer is not what he 
earns per day or per week, but per year. 

25. The reduction in profits and wages to which we have 
above alluded appears to us to be fully corroborated by 
the diminution in the purchasing power of the country 
shown in the statistics of our foreign trade. 

In 1873 the total value of the imports into and exports 
from the United Kingdom was 21Z. 45. Id, per head of 
population. In 1886 it was 16Z. 17s. 

If the fall in prices had been caused solely by reduced 
cost and increased supply, the money demand of the pop- 
ulation should, in our view, have remained the same, and 
the total value of the trade should have been maintained. 

26. We may here notice another important effect of an 
appreciating standard, which arises from the increased 
burden of all fixed charges payable in gold, such as the 
National Debt, perpetual debentures, leases for long terms 
of years, annuities, pensions, and other similar charges 
which cannot be reduced or terminated. With every rise in 
the value of gold the weight of this burden upon the in- 
dustry of the country increases. 
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The loss to the nation at large under this head must be 
of a most serious kind, the only class which benefits being 
the small number of annuitants, estimated at 250,000. 

27. We wish to direct attention also to another conse- 
quence which has resulted from the rupture of the bi- 
metallic par, and the unsettled relations between the two 
metals. 

We refer to the check which has been given to the free 
trade policy, and the tendency to reactionary legislation 
in favour of protection, which have been manifested in 
recent years, and to which, we think, the cause in question 
has largely contributed. 

A period of falling prices is always unfavourable to 
the removal of commercial restrictions and of protective 
duties; and in the present case this general depression 
has been aggravated in the gold-using countries by the 
advantages in competition which have been enjoyed by 
silver-using countries, in the manner which we have 
explained in § 9 of this Eeport. So long as unequal condi- 
tions of production and exchange are created and fostered 
by monetary legislation, it will be difficult to prevent 
attempts to counteract their effects by protective or 
countervailing tariffs. 

On the other hand, the financial embarrassment which 
has been created in British India must raise the question 
of a return, for revenue purposes, to the system of import 
duties which was abolished with such successful results in 
1879 and 1881, and which, it was thought, was finally re- 
moved from the path of Indian progress. 

The interests of any country which is committed to a 
free trade policy are especially and deeply interested in 
removing, so far as it lies in her power, a cause which 
operates in making the abandonment of a protective sys- 
tem more and more difficult by other countries ; and it ap- 
pears to us that the adoption of a common international 
standard of value is an essential condition of the fulfil- 
ment of this policy. 

28. We think that the above remarks upon the evils af- 
fecting both the United Kinsrdom and India, if taken in 
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connexion with the more detailed statement in Part I of 
the Eeport, will sufficiently indicate our view as to their 
nature and gravity; and that they are largely due to the 
currency changes which have taken place in the years im- 
mediately preceding and following 1873. 

We think that too much stress cannot be laid upon the 
novelty of the experiment which has been attempted as 
the result of the above changes. That experiment consists 
in the independent and unregulated use of both gold and 
silver as standards of value by the different nations of 
the world. 

We are strongly of opinion that both metals must con- 
tinue to be used as standard money; the results of using 
them separately and independently since 1873 have been 
most unsatisfactory, and may be positively disastrous in 
the future. 

It cannot be questioned that until 1873 gold and silver 
were always effectively linked by a legal ratio in one or 
more countries. 

It is equally indisputable that the relative value of the 
two metals has been subject to greater divergence since 
1874 than during the whole of the 20Q years preceding 
that date, notwithstanding the occurrence of variations in 
their relative production more intense and more pro- 
longed than those which have been experienced in recent 
years. 

29. In 1873-74 the connecting link disappeared, and for 
the first time the system of rating the two metals ceased 
to form a subject of legislation in any country in the 
world. 

The law of supply and demand was for the first time 
left to operate independently upon the value of each 
metal; and simultaneously the ratio which had been main- 
tained, with scarcely any perceptible variation, for 200 
years, gave place to a marked and rapid divergence in the 
relative value of gold and silver, which has culminated in 
a change from 15^/4 to 1 to 22 to 1. 
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Peoposed Ebmedy. 

30. It appears to us impossible to attribute the concur- 
rence of these two events to a merely fortuitous coinci- 
dence. They must, in our opinion, be regarded as standing 
to each other in the relation of cause and effect. 

We cannot, therefore, doubt that if the system which 
prevailed before 1873 were replaced in its integrity, most 
of the evils which we have above described would be re- 
moved; and the remedy which we have to suggest is sim- 
ply the reversion to a system which existed before the 
changes above referred to were brought about ; a system, 
namely, under which both metals were freely coined into 
legal tender money at a fixed ratio over a sufficiently large 
area. 

The effects of that system, though it was nominally in 
force only within a limited area, were felt in all commer- 
cial countries, whatever their individual systems of cur- 
rency might be; and the relative value of the two metals 
in all the markets of the world was practically identical 
with that fixed by the legislation of the countries forming 
the Latin Union. 

As regards the possibility of maintaining such a system 
in the future, we need only refer to the conclusion at which 
our colleagues have arrived in § 107 of Part II. and with 
which we entirely agree, namely, that “in any conditions 
“fairly to be contemplated in the future, so far as we can 
“forecast them from the experience of the past, a stable 
‘ ‘ ratio might be maintained if the nations we have alluded 
“to were to accept and strictly adhere to bimetallism at 
“the suggested ratio. We think that if in all these coun- 
“ tries gold and silver could be freely coined, and thus 
“become exchangeable against commodities at the fixed 
“ratio, the market value of silver as measured by gold 
“would conform to that ratio, and not vary to any mate- 
“rial extent.’^ 

We also agree generally with the views expressed by 
our colleagues in §§ 109 and 110 as to the extent to which 
such a system, if adopted and maintained, would remedy 
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the evils complained of ; and we would call attention to the 
additional advantages referred to in §§ 111 and 119 as 
likely to accrue from the adoption of an international bi- 
metallic system of currency. 

31. It only remains for us, therefore, to give our rea- 
sons for thinking that our colleagues have attached undue 
importance to the several objections which have been 
urged against the proposed change. These objections are 
as follows : — 

(i.) That *^the change proposed is tremendous,’^ and 
that its ‘^very novelty would excite apprehensions which 
in themselves might not be without their danger.” 

To this we reply that the system of currency which we 
recommend was in existence in other countries for many 
years before 1873, and its effects practically extended to 
all the commercial countries of the world. We are not 
aware that so long as it was maintained in its integrity 
any evil results ensued. The only novelty in our proposal 
is that the United Kingdom should join with the other 
countries specified below in § 35 in re-establishing a bi- 
metallic system. We are therefore unable to understand 
how, in view of the experience of the past, any ground for 
serious apprehension can exist. 

(ii.) That the position of the United Kingdom, and es- 
pecially of London, as the commercial or financial centre 
of the world, would be endangered. 

This position, it is urged, is due to the fact that the 
standard of value in this country is a definite quantity of 
a particular metal, and that persons entering into trans- 
actions, expressed in pounds sterling, consequently know 
with absolute certainty what it is that they will have to give 
or receive. This certainty, it is said, would disappear if an 
option were given to debtors, as is proposed under the 
bimetallic system, of tendering either one of two metals. 

To this we reply — 

(a,) That the commercial and financial pre-eminence of 
London dates back to a period anterior to the establish- 
ment of the single gold standard in this country, and a 
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period when, as a matter of fact, the currency of the coun- 
try was bimetallic ; 

(6.) That if the transactions of other countries are now 
largely carried out by means of bills drawn upon London, 
it is because London is, for many reasons, the best market 
for such bills, and that this fact is not likely to be affected 
by our joining with other nations in a common system of 
currency ; 

(c.) That the option conceded to debtors under the bi- 
metallic system could rarely have any practical effect, in- 
asmuch as if that system were established and maintained 
in its integrity, there would be no appreciable inducement 
to select one metal rather than the other. 

(iii.) That if bimetallism resulted in a fall in the value 
of gold, England as a country entitled to receive large 
gold payments would lose, and other countries would gain 
at her expense. 

In reply to this objection we need only refer to the argu- 
ments stated in § 96 (k.) of Part I. of the Report, to which 
we have nothing to add. 

(iv.) That the bimetallic system depends for its suc- 
cessful working upon international support, and that, for 
adequate or inadequate reasons, other nations would, 
sooner or later, cease to adhere to it. 

To this we reply (a) that no sufficient motive can be sug- 
gested for the secession of any of the contracting powers ; 
(6) that provided the system was maintained over a suffi- 
ciently large area the secession of one or more powers 
would not be of vital importance; (c) that in any case the 
seceding power would cause more injury to its own sub- 
jects than to those of other countries; and {d) that such 
an objection applies with equal force to all international 
agreements. 

(v.) That the tendency, which is observable among the 
more civilised nations, to use gold rather than silver, 
would be likely, notwithstanding the existence of a bi- 
metallic system, to encourage the accumulation of that 
metal, and the creation of an agio upon it, which would 
thus disturb the ratio fixed by law between the two metals. 
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To this we reply that the tendency above mentioned is 
mainly the result of the apprehensions and uncertainty 
attending upon the existing relations between the two 
metals ; and that all inducement to accumulate gold would 
cease with a return to a stable ratio of value between 
them. 

(vi.) That there might be a tacit refusal of the people 
of a country to accept both metals as legal tender, and 
that contracts would be largely made in one of the two 
metals only. 

The question raised in this objection is rather a matter 
of opinion than of argument, and we can only say that 
we do not share the apprehensions of those who foresee 
any serious difficulty arising from such a course. 

Even if it be admitted that it would be largely adopted 
we do not think that, so long as the legal ratio between the 
two metals continued in force, any real difficulty could 
occur. 

But we may point out that the objection appears to as- 
sume, what has, of course, never been suggested, that the 
bimetallic system could be introduced into a country with- 
out the consent of those sections of the population who 
would be most interested in the adoption of such a change. 
We are satisfied that no such measure as the introduction 
of the double standard could be passed into law in this 
country at least, without such an amount of popular sup- 
port as would practically prevent the possibility of the 
adoption of such a course as is supposed in the objection 
we are noticing. 

(vii.) That if debts contracted in gold could be paid in 
silver, the claims of all creditors would unjustly suffer, 
and that the adoption of a bimetallic system would thus 
amount to a breach of faith. 

This last objection is that which appears to us to call for 
the most serious consideration, and we are not disposed to 
underrate its importance. 

If it be right that a government should adopt and im- 
pose upon its people a legal standard of value, it is clearly 
its duty to provide, as far as possible, that such standard 
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shall not he wanting in its most essential attribute, viz., 
that of the greatest attainable stability. 

Eeoent experience has shown that by the monetary pol- 
icy of Germany, the Latin Union, and the United States, 
over which this country had no control, the standard of 
value in the United Kingdom has been gravely impaired 
and its future stability as well as that of the silver stand- 
ard of India, seriously endangered. 

In these circumstances it is evident that if the Govern- 
ment, by its direct action in changing the standard, in- 
jured the interests of creditors and disturbed existing 
contracts, it may, by abstaining from action, injure the 
interests of debtors to an equal or greater extent, and 
affect future contracts. 

It appears to us that if it is wrong in a government to 
make any change in its standard of value on the ground 
that it would disturb the relations of debtors and cred- 
itors, it must be equally wrong to abstain from any action 
which it is in its power to take, by which a disturbance in 
those relations may be averted. 

But it is essential to observe that this objection, what- 
ever force attaches to it, is not directed against the policy 
of bimetallism as such, but merely against the return to 
the ratio of 15^ to 1, or some other ratio differing much 
from the current relative value of gold and silver. 

It must also be recollected that it cannot be urged by 
those who have insisted that the fall in prices is due to 
causes primarily affecting commodities, and not to the ap- 
preciation of gold. If the rupture of the bimetallic par has 
not led to the appreciation of gold and to a fall in prices, 
there appears to be no sufficient reason for supposing 
that its renewal would affect the value of gold or cause a 
rise in prices. 

32. For these reasons we do not think that, after giving 
due weight to the foregoing objections, they are such as 
ought to be allowed to stand in the way of such a policy as 
we are prepared to recommend. 

Neither metal alone exists in sufficient quantity to serve 
as a sole standard without causing such a change in the 
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level of prices as to amount to a financial and commer- 
cial revolution ; but we cannot doubt that if a sufficiently 
wide area of agreement between the leading commercial 
countries can be secured, this most important result may 
be effectually attained, and a great international reform 
successfully accomplished. 

33. Further we are strongly impressed with the con- 
viction that whatever evils may be expected to flow from 
a return to the status quo ante, the evils both present and 
prospective of the existing situation are infinitely more 
serious. 

Failing any attempt to re-establish the connecting link 
between the two metals, it seems probable that the general 
tendency of the commercial nations of the world will be 
towards a single gold standard. 

Any step in that direction would, of course, aggravate 
all the evils of the existing situation, and could not fail 
to have a most injurious effect upon the progress of the 
world. 

A further fall in the value of silver might at any mo- 
ment give rise to further evils of great and indefinite 
magnitude in India, while a further rise in the value of 
gold might produce the most serious consequences at 
home. 

34. No settlement of the difficulty is, however, in our 
opinion, possible without international action. 

The remedy which we suggest is essentially interna- 
tional in its character, and its details must be settled in 
concert with the other Powers concerned. 

It will be sufficient for us to indicate the essential fea- 
tures of the agreement to be arrived at, namely — 

(1.) Free coinage of both metals into legal tender 
money; and 

(2.) The fixing of a ratio at which the coins of either 
metal shall be available for the payment of all 
debts at the option of the debtor. 

35. The particular ratio to be adopted is not, in our 
opinion, a necessary preliminary to the opening of nego- 
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tiations for the establishment of such an agreement, and 
can, with other matters of detail, be left for further dis- 
cussion and settlement between the parties interested. 

We therefore submit that the chief commercial nations 
of the world, such as the United States, Germany, and 
the States forming the Latin Union, should in the first 
place be consulted as to their readiness to join with the 
United Kingdom in a conference, and which India and any 
of the British Colonies which may desire to attend should 
be represented, with a view to arrive, if possible, at a 
common agreement on the basis above indicated. 

36. We have indicated what appears to us to be the other 
only permanent solution of the difficulties arising from 
the recent changes in the relative value of the precious 
metals, and the only solution which will protect this and 
other countries against the risks of the future. At the 
same time we approve the recommendations of our col- 
leagues in §§ 134-137. 

We do not attach much importance to their probable 
direct effects ; but their influence at the present time would 
be beneficial, while their adoption would place no obstacle 
in the way of a more satisfactory solution at a future 
date, and might possibly facilitate it. 

All which we submit to Your Majesty ^s gracious con- 
sideration. 

(Signed) LOUIS MALLET. 

ARTHUR JAMES BALFOUR. 

HENRY CHAPLIN. 

D. BARBOUR. 

W. H. HOULDSWORTH. 

SAMUEL MONTAGU. 

Geo. H. Murray, Secretary. 

October 1888 . 
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Note by Sir Louis Mallet. 

1. I have signed the foregoing Beport (Part III.) be- 
cause I concur generally in its conclusions and recom- 
mendations, but as it does not adequately represent the 
reasons which have led me to their adoption, and still less 
the reasons which have obliged me to dissent from the 
main conclusions of Part 11., I add the following supple- 
mentary observations: — 

2. The facts as to the recent changes in the relative 
value of the precious metals have been as fully set forth 
in the General Beport as the circumstances of the case 
appear to require. 

3. In considering their nature and causes three alterna- 
tives are presented in the order of reference : — 

There may have been — 

(a.) A depreciation of silver; 

(6.) An appreciation of gold; 

(c,) A combination of both causes. 

4. I must here observe that it is necessary to distin- 
guish between the terms “appreciation’^ and “deprecia- 
tion,” as applied to the precious metals in their relation 
to each other, and in their relation to commodities. 

To whatever cause it is to be attributed, the relative 
value of the two metals to each other had not for many 
years previous to 1874 been subject to much variation; 
and in their relation to commodities they have therefore 
risen and fallen together, with a corresponding but con- 
verse fall or rise in the gold and silver prices of commodi- 
ties. 

It has, therefore, been customary, in speaking of the ap- 
preciation or depreciation of the precious metals, to con- 
sider their relation to commodities, and not to each other. 

5. But although any divergence in value between gold 
and silver must be represented by an equal divergence 
between gold and silver prices, it is evident that in such 
a case either metal may appreciate or depreciate in rela- 
tion to the other, while undergoing no change in relation 
to commodities. 



NOTE BY SIB LOUIS MALLET. 239 

It becomes necessary, therefore, from this point of view, 
in order to ascertain the effect of such divergence upon 
the relation of either metal or of both to commodities, 
to consider separately the cause or causes of the diver- 
gence between the two metals ‘4nter se,^^ and the cause 
or causes of the divergence between gold and silver prices. 

6. With respect to the relations of the metals inter se, 
I agree in the conclusion stated in paragraphs 188-195 of 
Part I. of the Report, that the primary cause of the recent 
changes is to be found in the abandonment by the coun- 
tries forming the Latin Union of the free coinage of both 
metals into legal tender money at a fixed ratio. 

7. I am unable to believe that the increased supply of 
silver and the diminished supply of gold during recent 
years could have caused the divergence in value between 
gold and silver which has taken place if that system had 
been maintained. 

Changes in the supply of the two metals of much greater 
magnitude in former times do not appear to have had an 
important influence in controlling their relative value; 
and in support of this view I need not do more than refer 
to the following figures taken from § 21 of Part I. of the 
Report. 


Relative Value of PRonucTioiir and Market Pmob of 
Gold and Silver in the under-mentioned periods. 


Period. 

Ratio of 

Value of Production. 

Ratio of 

Market Value. 


Silver. 

Oold. 

Silver. Gold. 

1801-10 

3-227 to 1 

15-61 to 1 

1811-20 

3-048 ' 

» 1 

15-51 '' 1 

1821-30 

2-055 ' 

» 1 

15-80 1 

1831-^0 

1-865 

» 1 

15-75 ** 1 

1841-50 

-899 » 

» 1 

15-83 »» 1 

1851-65 

-288 ' 

" 1 

15-41 1 

1856-60 

-292 ' 

' 1 

15-30 »» 1 

1861-65 

-386 » 

» 1 

15-40 1 

1866-70 

•44 ' 

» 1 

15-55 »» 1 

1871-75 

•710 ' 

' 1 

15-97 1 

1876-80 

•794 » 

' 1 

17-81 1 

1881-85 

1-030 » 

» 1 

18-63 1 

1888 

— 


22 '' 1 
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It will be observed that during the first 70 years of the 
century, although the quantities of the two metals pro- 
duced varied in relative value from 3*227 to 1 to *44 to 1, 
their value in the market varied only between 15*41 to 1 
and 15*83 to 1; but between 1870 and 1885, with much less 
marked variations in relative production, the relative 
value of the two metals in the markets fell from 15*55 to 
1 to 18*63 to 1, and at the time we write it is nearly 22 to 1. 

In the face of these facts it appears to me impossible 
to attribute the divergence of value between gold and 
silver to the comparatively slight change in the conditions 
of supply, irrespective of the altered conditions of de- 
mand. 


Demand, 

8. The demand for gold and silver largely depends 
upon their use as money’’ in its several functions, and 
for this purpose both metals have hitherto been found, 
and probably will continue to be found, indispensable, 
from the diversity of their uses, and also from the in- 
sulBciency in quantity of either one, or the other, alone. 

The distribution of these two metals between the na- 
tions of the world has been determined by various con- 
siderations; but as one of the most important of their 
uses as money has been to serve as a standard measure 
of value with free mintage, or liable only to a seignorage 
representing its cost, it is obvious that the selection of 
one or the other for this purpose has exercised a direct 
influence on the value of the metal so selected. 

Until recently the attempt has never been abandoned, 
either by the separate action of particular countries, or 
by a group of States such as that of which the Latin 
Union is composed, to neutralize, as far as possible, the 
evils and inconveniences of two standards of value with 
no connecting link between them, by establishing a fixed 
legal ratio of weight, at which they should always be ex- 
changeable one for the other. 

It may be stated generally that during the last century 
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the national unit of coinage which constituted the stand- 
ard of value in the principal countries practically rested 
on both metals, silver being usually the nominal standard 
with gold rated to it, at the discretion of each Government. 

In the United Kingdom, from 1717 to 1816, this system 
prevailed, the ratio of gold to silver having been fixed at 
1 to 15*21. 

In the United States of America the double standard 
was originally adopted in 1786 with a ratio of 1 to 15*25; 
changed in 1792 to 1 to 15, and in 1834 to 1 to 16. 

In 1803 the double standard, with a ratio of 15^/4 to 1, 
was definitively adopted by France, and in 1865 the for- 
mation of the Latin Union, ultimately consisting of 
France, Italy, Belgium, Switzerland, and Greece, extended 
and confirmed it. 

The changes in monetary policy which have taken place 
during the last 15 years, both in Europe and in the United 
States of America, have on the one hand largely increased 
the area in which gold is used as a standard of value, 
while diminishing that in which silver is so used, and on 
the other, by entirely removing the restraining infiuence 
of legislation on the relations of the two metals, have left 
the law of supply and demand to operate independently 
on the value of each, instead of setting in motion a com- 
pensatory or equilibratory action upon both. 

The effect has, in my opinion, been to cause an increased 
demand for gold and a relatively diminished demand for 
silver. 

9. An examination of the international movements of 
gold and silver during recent years appears to support 
this view. 

In dealing with the statistics of the export or import 
of the precious metals, it must be recollected that they 
are necessarily imperfect, and that no reliance can be 
placed upon any apparent movements, which are not of 
considerable magnitude, distinct and well-defined, but 
they nevertheless afford general indications of much sig- 
nificance. 
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10. It will be convenient to give the first place to the 
United States. 


. . , « Net Imports Net Exports 

Average of the Financial Years. Gold. of Gold. 


Dollars. Dollars. 

1851-55* — 34,280,000 

1856-60* — 49,204,000 

1861-63* — 19,498,000 

1864-70 — 47,639,000 

1871-75 — 40,926,000 

1876-80 11,750,000 — 

1881-85 21,070,345 — 


* Includes silver, but to the end of 1860 the amount was mainly gold. 

The evidence in this case is most remarkable. Up to 1876 
the United States yearly supplied large quantites of gold 
to the rest of the world. Since 1876 she has been receiving 
gold from other countries. The influence which stopped the 
flow of gold from the United States, and reversed the di- 
rection of the current, had its origin in that country. It 
was therefore a new demand for gold, and must have 
tended to raise the value of gold. 

Let us now consider England : — 


Average for the Years 

Net Imports 
of Gold. 

Net Exports 
of Gold. 


£ 

£ 

1858-60 

3,795,000 

— 

1861-70 

5,546,000 

— 

1871-76 

3,345,000 

— 

1877-80 

— 

1,400,000 

1881-85 

— 

468,000 

1886 


391,450 


The evidence in the case of England is just as distinct 
as it is in the case of the United States. Up to the end 
of 1876 there was a large and continuous flow of gold 
into the country; since 1876 the supply has ceased, and 
England has been losing gold. 

Next as to France: — 
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Average for the Years 

Net Imports 
of Gold. 

Net Exports 
of Gold. 

1851-60 

Francs. 

191,014,000 

Francs. 

1861-70 

— 

1871-73 

— 

125,115,000 

1874-78 

415,472,000 

— 

1879-84 

— 

70,696,000 


Dr. Soetbeer has given grounds for doubting the ac- 
curacy of the French statistics of the import and export 
of the precious metals ; but, allowing for the disturbance 
caused by events in connexion with the Franco-German 
war, the flow of bullion is in harmony with what we ob- 
serve in the case of England, and the features of the 
change are so marked that we may feel sure that, though 
they might be modified, they would not be obliterated, 
if more accurate statistics were available. 

In the case of Germany the figures given are those of 
the German Customs District, which are acknowledged 
not to be complete, but are nevertheless significant : — 


Average of Years. 

Net Imports 
of Gold. 

Net Exports 
of Gold. 


Marks. 

Marks. 

1872-79 

68,126,000 

— 

1880-85 


11,483,000 


For the other nations it is unnecessary to give figures in 
detail. Italy took special measures to accumulate gold, 
which has since shown a tendency to leave that country. 
Austria-Hungary has also accumulated gold, and so have 
the Scandinavian countries. In all these cases the flow of 
gold was intended to meet a new demand, and its influence 
would be in the direction of lowering prices. 

Let us now turn to the East, and consider the evidence 
of the flow of silver to and from those countries. 

11. Mr. Giffen of the Board of Trade has given the fol- 
lowing table, showing the imports and exports of silver 
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into and from China in her trade "with the United King- 
dom, France, British India, and the United States : — 


Net Imports Net Exports 

of Silver. of Silver. 


£ £ 

1862 2 , 598,000 — 

1864 2 , 080,000 — 

1865 1 , 131,000 — 

1866 — 3 , 180,000 

1867 — 3 , 967,000 

1868 ~ 2 , 403,000 

1869 — 43,000 

1870 -- 2 , 943,000 

1871 — 3 , 637,000 

1872 — 745,000 

1874 141,000 — 

1875 2 , 064,000 — 

1876 3 , 806,000 — 

1877 5 , 348,000 — 

1878 3 , 254,000 — 

1879 — 29,000 

1880 — 189,000 

1881 1 , 581,000 

1882 — 110,000 

1883 1 , 205,000 — 

1884 2 , 105,000 — 


It will be seen that the direction of the current was 
reversed after 1872; China was losing silver up to 1872, 
and after that year she began to import it. The change 
appears to indicate the effect both of the reduced demand 
for silver elsewhere, and of its increased production. 

The figures of the net imports of silver into India are as 
follows : — 


Years. 


Net Imports 
of Silver. 


Years. 


Net Imports 
of Silver. 


Bs. 

1855 - 56 82 , 000,000 

1856 - 57 111 , 000,000 

1857 - 58 122 , 000,000 

1858 - 59 77 , 000,000 


Bs. 

1859 - 60 111 , 000,000 

1860 - 61 53 , 000,000 

1861 - 62 91 , 000,000 

1862 - 63 126 , 000,000 
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1863-64 .. 

. . . 128 , 000,000 

1874-75 ... 

.... 46 , 000,000 

1864-65 .. 

. . . 101 , 000,000 

1875-76 .. 

.... 16 , 000,000 

1865-66 .. 

... 187 , 000,000 

1876-77 .. 

... 72 , 000,000 

1866-67 .. 

... 70 , 000,000 

1877-78 .. 

... 147 , 000,000 

1867-68 .. 

... 56 , 000,000 

1878-79 .. 

... 40 , 000,000 

1868-69 .. 

... 86 , 000,000 

1879-80 .. 

... 79 , 000,000 

1869-70 .. 

... 73 , 000,000 

1880-81 .. 

... 39 , 000,000 

1870-71 .. 

. . . 9 , 000,000 

1881-82 .. 

... 54 , 000,000 

1871-72 .. 

... 65 , 000,000 

1882-83 .. 

... 75 , 000,000 

1872-73 .. 

. , . 7 , 000,000 

1883-84 .. 

... 64 , 000,000 

1873-74 .. 

... 25 , 000,000 

1884 r -85 ... 

... 72 , 000,000 


It wiU be observed that there was a distinct falling-off 
in the imports of silver between 1870 and 1876, and a 
subsequent increase, but some explanation is necessary 
to show the true significance of the figures. During a por- 
tion of the time for which the figures of import of silver 
are given, there was an immense increase in the demand 
for Indian cotton, arising from causes connected with the 
American war, payment for which was largely taken in 
silver. There was also heavy borrowing in England on 
account of the mutiny and of the extension of public works 
by the Government in India, which had the effect of re- 
ducing for the time the remittances from India on public 
account. But taking into our account the 10 years immedi- 
ately preceding 1874 and those which have followed, it 
will be found that the average net imports of silver in 
both periods is, as nearly as possible, the same, viz., about 
7y2 millions sterling. 

It may be inferred from this fact that these imports 
have been larger than they would have been had not the 
par been broken, if indeed there might not have been an 
export of silver to Europe. 

The continued magnitude of the imports of silver into 
India is in harmony with what has occurred in China, and 
it presents a marked contrast to the movements of gold in 
Europe. 

12. It must be borne in mind that the withdrawal of 
inconvertible paper in France and the United States dur- 
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ing recent years must necessarily have had a considerable 
effect in contracting the currencies of the world, and that 
owing to the change in monetary policy to which we have 
adverted, the demand for metallic money caused by these 
resumptions of specie payments fell mainly upon gold, 
instead of falling, as would formerly have been the case, 
upon both metals. 

13. I think, therefore, that the recent changes in the 
relative value of the precious metals inter se, although 
probably to some extent due to a diminished demand for 
silver, are mainly due to an increased demand for gold. 
I believe it to be impossible to determine in what propor- 
tions the two causes have operated. 

Causes of changes in Gold and Silver prices. 

14. But the main practical interest of the question we 
are examining is derived from the fact that gold and 
silver are used as standard measures of value, and that 
any divergence in their relation to each other must be 
attended by an equal divergence between the things re- 
spectively measured by them. The more important part 
of our inquiry, therefore, relates to the cause or causes 
of the divergence between gold and silver prices. 

15. This divergence may have arisen from either of the 
two following causes : — 

(a.) A divergence between gold and silver solely due 
to a change in their relative value, inter se. 

(&.) A simultaneous change affecting commodities, in 
combination with the former cause. 

For instance, gold and silver may have diverged in 
value relatively to each other (say) 30 per cent., from a 
rise in gold and a fall of silver of 15 per cent, respectively. 

But the corresponding divergence in gold and silver 
prices may have arisen either from this cause alone, or 
from a rise or fall in commodities co-extensive with the 
rise in gold, or the fall in silver, viz., 15 per cent. 

If due to the first cause alone, gold would have appre- 
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ciated and silver depreciated, in relation to commodities, 
15 per cent, while gold prices would have fallen and silver 
prices risen 15 per cent. 

But if due to the second cause, or combination of causes, 
either gold would not have appreciated, nor gold prices 
fallen, while silver would have depreciated 30 per cent., 
and silver prices risen 15 per cent, from causes affecting 
silver, and 15 per cent, from causes affecting commodities, 
or, silver would not have depreciated, nor silver prices 
risen, while gold would have appreciated 15 per cent, from 
causes affecting gold, and 15 per cent, from causes affect- 
ing commodities. 

It is therefore necessary, in order to ascertain the op- 
eration of these two sets of causes in the present case, to 
trace the course of both gold and silver prices during the 
period of the divergence. 

Gold. 

16. First, then, as regards gold prices. It might per- 
haps be sufficient to refer to the conclusions of the Eoyal 
Commission on the Depression of Trade, and to the evi- 
dence by which they are supported as to the fall in gold 
prices in recent years, but an independent examination 
of the various estimates by competent statists shows 
that while differing in some important respects, and in 
the evidence which they afford as to the degree and extent 
of the fall, there is a remarkable concurrence of testimony 
that the period under review has been characterised by 
a marked reduction of gold prices affecting most impor- 
tant commodities, and especially the great staples of 
wholesale international trade. 

Irrespective of these estimates, the statistics of quanti- 
ties and values of the imports and exports of the United 
Kingdom, published by the Board of Trade, appear to 
me to place the question beyond the reach of controversy 
as regards this country, and similar evidence is afforded 
by the trade accounts of other countries (France, Ger- 
many, United States of America, and Italy). 
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UNITED STATES. 

SuMMAEY TabliB Comparing the progress of Imports and 
Exports as stated in Money in the United States 
with the progress of Entries and Clearances 
of Shipping. 

(Compiled from Tables, p. 177 et, seq, of Appendix to 
First Report of Royal Commission on Trade Depression, 
continued to date.) 


Imports per Head Exports per Head Entries and Clearances 

of Population. of Popxilation. of Shipping. 


Amount. 


Increase 
or Decrease 
on previous 
Period. 


Amount. 


Increase 
or Decrease 
on previous 
Period. 


Increase 

Tons per or Decrease 
Head, on previous 
Period. 




£ s. 

d. 

Per Cent. 

£ a. 

d. 

Per Cent. 

Tons. 

Per Cent. 

1855-59 .. 

. .1 

17 

8 

— 

1 

13 

7 

— 

0*44 

— 

1860-64 .. 

. .1 

14 10 

— 7-52 

1 

7 

3 

— 18*86 

0*47 

-f. 6*82 

1865-69 .. 

. .1 

18 

2 

-4- 9*57 

1 

3 

7 

— 13*46 

0*40 

—14*89 

1870-74 .. 

. .2 

18 

7 

4- 53*49 

2 

9 

11 

4-111*66 

0*57 

4-42*50 

1875-79 .. 

. .2 

2 

5 

— 27*60 

2 

16 

3 

4- 12*69 

0*62 

4- 8*77 

1880-84 .. 

. .2 

15 

7 

4- 31*04 

3 

5 

11 

4- 17*19 

0*68 

-f 9*68 

1885-87 .. 

..2 

11 

7 

— 7*20 

2 

18 

0 

— 12*01 

0*62 

— 8*82 


(3 years only,) 


FRANCE. 

Summary Table comparing the progress of Imports and 
Exports as stated in Money in France with the 
progress of Entries and Clearances of Shipping. 

(Compiled from Tables, p. 177 et. seq. of Appendix to 
First Report of Royal Commission on Trade Depression, 
continued to date.) 


Imports per Head Exports per Head Entries and Clearances 
of Population. of Population. of Shipping. 


Amount. 


Increase 
or Decrease 
on previous 
Period. 


Amount. 


Increase 

or Decrease Tons pe 
on previous Head. 
Period. 


Increase 
ror Decrease 
on previous 
Period. 


1855-59 

£ 9 . d . 
1 18 

4 

Per Cent. 

1860-64 

....2 

9 

1 

4- 28*04 

1865-69 

3 

2 

8 

4- 27*67 

1870-74 

3 

15 

8 

4- 20*75 

1875-79 

4 

6 

7 

4- 14*43 

1880-84 

6 

1 

4 

4- 17*04 

1885-87 

4 

6 

0 

— - 15*13 

(3 years only.) 




£ «. d . 

Per Cent. 

Tons. 

Per Cent. 

2 

1 

11 

— 

0*23 


2 

11 

4 

4 - 22*46 

0*26 

4- 13*04 

3 

2 

11 

+ 22*57 

0*33 

4 - 26*92 

3 

15 

0 

4 - 19*21 

0*41 

4 . 24*24 

3 

14 

11 

— 0*11 

0*52 

4 . 26*83 

3 

13 

5 

— 2*02 

0*69 

4 - 32*69 

3 

6 

10 

— 8*97 

0*70 

4 - 1*45 
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GERMANY. 

SuMMABY Table comparing the progress of Impobts and 
Expobts as stated in Money in Gebmany with the 
progress of Entbies and Clbabanoes of Shipping. 

(Compiled from Tables, p. 177 et, seq, of Appendix to 
First Report of Royal Commission on Trade Depression, 
continued to date.) 


Imports per Head Exports per Head Entries and Clearances 
of Population. of Population. of Shipping. 



Amount. 

Increase 
or Decrease 
on previous 
Period. 

Amount. 

Increase 

or Decrease Tons per 
on previous Head. 
Period. 

Increase 
or Decrease 
on previous 
Period. 


£ a. d. 


Per Cent. 

£ a. 

d. 

Per Cent. 

Tons. 

Per Cent. 

1872-74 4 6 

(3 years only.) 

3 

— 

2 16 

7 

— 

*0-26 


1875-79.., 

...4 6 

1 

+ 0-19 

3 3 

0 

+ 11*34 

0*27 

-f- 3*85 

1880-84. .. 

...3 8 

3 

— 20*72 

3 8 

8 

+ 8*99 

0*32 

+ 18*52 

1885-87 3 3 

(3 years only.) 

9 

— 6*59 

3 3 

10 

— 7*04 

to *35 

4- 9*37 


* Average for years 1873 and 1874. t Average for two years 1885 and 1886, 


ITALY. 

Summaby Table comparing the progress of Impobts and 
Expobts as stated in Money in Italy with the 
progress of Entries and Clearances of Shipping. 

(Compiled from Tables, p. 177 et, seq, of Appendix to 
First Report of Royal Commission on Trade Depression, 
continued to date.) 


Imports per Head Exi>orts per Head Entries and Clearances 
of Population. of Population. of Shipping. 


Increase Increase Increase 

or Decrease a or Decrease Tons per or Decrease 

Amount. onprevioua Amount, ©n previous Head, on previous 
Period. Period. Period. 


1861-62.., 

£ a. d, 
...1 10 

4 

Per Cent. 

£ a. d, 

0 19 5 

Per Cent. 

Tons. 

0*25 

Per Cent. 

(2 years only.) 
1863-67 1 13 

10 

4 . 11*54 

1 

2 10 

4 . 17*60 

0*31 

4 - 24*00 

1868-72. . , 

...1 9 

1 

4- 14*04 

1 

7 3 

4 - 19*34 

0*30 

— 3*23 

1873-77... 

...1 17 

1 

4 - 27*51 

1 

11 6 

4 - 15*60 

0*30 

— 

1878-82.., 

...1 13 

6 

— 9*66 

1 

10 10 

— 2*12 

0*33 

4 10*30 

1883-87.. 

...a 0 

0 

4 19*40 

1 

9 4 

— 4*86 

0*42 

4 27*27 
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The following figures from Mr. GiflEen's reports to the 
Board of Trade show that the declared value of our for- 
eign trade in the under-mentioned years was as follows : — 
The progress of the trade to 1873 having been for many 
years almost unbroken. 


£ 

1873 626,000,000 

1879 554,500,000 

1883 667,000,000 

1884 623,000,000 

1885 584,000,000 

1886 562,500,000 

1887 583,500,000 


If, however, the trade of the three latter years be valued 
at the prices of 1873, it would be represented by the fol- 
lowing figures : — 


£ 

1879 711,000,000 

1883 861,000,000 

1884 844,000,000 

1885 835,000,000 

1886 858,000,000 


The average for the last four years is — 


Declared Value. 

Value at Prices of 1873. 

£ 

£ 

609,100,000 

849,500,000 


showing an average falling ofp of 240,400,000?., or about 
29 per cent. 

Even a more striking proof of the decline in value of 
British trade, as compared with volume, is afforded by 
the fact, that while we have seen the total value of that 
trade declined from 626,000,000?. in 1873, to 583,641,000?. 
in 1887, the total tonnage employed in carrying it ad- 
vanced from 37,934,422 in 1873, to 56,170,447 in 1887. 
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Wages. 

I think that further evidence might have been taken 
with advantage as to the course of wages in this and other 
countries with a gold standard, but although there has 
been no general fall in wages corresponding with the fall 
in prices, the information collected by the Eoyal Commis- 
sion on Trade Depression, as well as by the present Com- 
mission, appears to indicate a reduction in the wages of 
agricultural labour in many districts, and, although lat- 
terly there are indications of improvement due to greater 
commercial activity, a manifest tendency in recent years 
towards a decline in other important industries. 

It is necessary to remark, in reference to this question, 
that the mere absence of a fall in wages is not of itself 
suflScient to prove that there has been no appreciation of 
the standard, as this process may, in certain circum- 
stances, have manifested itself in preventing a rise. In 
the present case there is no doubt that the course of wages 
for a considerable period prior to 1873 was in an ascend- 
ing scale, and that it has suddenly been arrested, if not to 
any great extent reversed. 

In an important paper by Mr. Giffen, read before the 
Statistical Society in 1886, it is shown by ample statistics 
that the rise in money wages of the worldng classes in the 
United Kingdom during the last 50 years had been be- 
tween 50 and 100 per cent., and that this progressive im- 
provement appeared to culminate about 1873, since which 
time there has been little increase, and in some cases a 
decrease, indicating the presence of some cause of a gen- 
eral kind which had counteracted an economic movement 
due to other causes which were still in full or increased 
operation. 

Silver Prices. 

17. The evidence as to prices measured in silver is much 
less complete, owing to the absence of authentic statistics 
or estimates by competent authorities, but it is neverthe- 
less in our opinion sufficient to justify a general conclu- 
sion. 
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We have not been able to obtain any evidence pointing 
to a rise of prices in silver-using countries, and the Com- 
mission has been compelled to rely on general statements 
in the absence of well authenticated and adequate statis- 
tics. In most of these the condition of the currency renders 
the compilation of such statements difficult and of doubt- 
ful value ; but I think that the magnitude and importance 
of British India, combined with the fact of its possessing 
a sound system of currency based on a metallic standard, 
may be considered to give it a representative character, 
and to render it a field of useful, if not of decisive in- 
quiry. 

I have, therefore, sought in the movements of prices 
and of the precious metals in that Empire for the means 
of comparison with the gold prices of the western coun- 
tries. 

For this purpose the Commission obtained, both from 
the India Office and from the Government of India, all the 
available materials for forming an opinion on this subject 
of Indian prices, and append various tables. 

The imperfection of these materials is apparent on the 
surface, from causes which are familiar to all those who 
are acquainted with the conditions of India, that it is 
unnecessary to do more than to refer to the explanations 
given on this head, both in the written and oral evidence. 

But there can be little doubt that during the years suc- 
ceeding 1873, there is no evidence of a rise in the general 
level of prices in India, and that, although there has been 
in some provinces and districts a rise in the wages of 
skilled labour, the general wage level, as indicated by the 
wages of unskilled labour, has not as yet risen. 

Mr. O’Conor, the Assistant Secretary to the Govern- 
ment of India in the Department of Finance and Com- 
merce, has prepared at our request a statement of Indian 
price and wage levels from 1861 to 1873, and from 1874 
to 1887, from which we gather the following results : — 

1. That, on the whole, the food grains of India have 
for the last seven years been cheaper than in the 
14 years immediately preceding them. 
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2. That the general level (average) of prices for the 14 

years from 1874 to 1887, is lower, except for wheat 
and rice, than in the 13 years from 1861 to 1873. 

3. That, in the case of the principal exports, wheat, 

rice, cotton, linseed, the production of which cov- 
ers vast areas of land, there has been an increase 
only in rice. Wheat and cotton have fallen, and 
linseed is nearly stationary, 

4. That, of other exports, jute and shellac alone show 

any marked increase, while saltpetre, silk, and 
sugar have fallen. 

These general results correspond in the main with the 
conclusions to be drawn from the returns furnished by the 
India Office, as well as with the statements of other wit- 
nesses ; nor is there any evidence afforded by the returns 
of silver coined in India during the years under review 
which would tend to show that the currency has undergone 
any abnormal expansion. 

On the whole, we have been unable to obtain evidence 
that there has been a rise in the general level of silver 
prices in India or in other silver-using countries ; on the 
contrary, it appears to be established that in several im- 
portant staples of international trade there has been a 
decline in silver prices. 

In gold-using countries, where price lists and market 
quotations are not available with a view of ascertaining 
silver prices, it is necessary to convert the index numbers 
of the several tables of gold prices into figures which 
represent silver prices according to the gold prices of 
silver on the dates to which those numbers refer. 

The result of this comparison shows that since 1873 
(the date of the abandonment of the fixed ratio by the 
Latin Union) silver prices have declined as well as gold 
prices although more slowly, and to a considerably less 
extent. 

18. I thus arrive at the conclusion that there is evidence 
of a very marked fall in gold prices in so many commodi- 
ties as to give it a general character, and that in silver 
prices whatever change has taken place has rather been 
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in the same direction, although to a far less extent. But 
it is essential to observe that in the foregoing remarks I 
have confined myself strictly to a statement of the facts, 
so far as I have been able to ascertain them, and carefully 
avoided all reference to the causes of the recent course 
of prices. 

I agree, therefore, with those who think that the evi- 
dence justifies the conclusion that the period under revi- 
sion has been one of falling prices, and that there is 
nothing in the facts which is inconsistent with the opinion 
that to whatever extent these causes may have contributed 
to the result, there has been no fall in gold prices attrib- 
utable to the appreciation of the gold standard, nor does 
the recent partial recovery in the prices of certain com- 
modities and in freights referred to in § 24 of Part II. 
of the Report at all invalidate this opinion. 

19. We are now in a position to form an opinion as to 
which of the two sets of causes specified in para. 15 have 
operated in the present case in creating the divergence 
between gold and silver prices. 

If this divergence had been due to the first set of causes 
solely, viz., to some change in the relative value of the 
two metals, that change must have taken one of the three 
following forms : — 

1. An appreciation of gold. 

2. A depreciation of silver. 

3. A combination of both. 

But in either of the two latter cases, the third factor in 
price, commodities, having been ‘‘ex-hypothesi” constant, 
silver prices must have risen to the whole extent of the 
divergence in the first case, and to a part of it in the sec- 
ond of which, as we have seen, there appears to be no 
evidence. 

These two explanations are therefore inadmissible, and 
if the divergence is due to causes affecting the metals 
alone, it must be due to appreciation of gold. 

But if it be due to the second set of causes, viz., a com- 
bination of changes in one or both of the metals and in 
commodities, the cause must be either — 
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(a.) A depreciation both of silver and commodities to 
the full extent of the divergence ; or 

(6.) A depreciation both of silver and commodities to 
the extent of a part of the divergence, with an 
appreciation of gold to the extent of the differ- 
ence. 

Either of these hypotheses is consistent with the facts 
of price given above. 

We are then left with three possible explanations. One 
derived from the first, and the others from the second set 
of causes : — 

1. Appreciation of gold, silver and commodities being 

constant. 

2. Depreciation of silver and commodities in relation 

to gold, gold remaining constant. 

3. Appreciation of gold, and depreciation of silver and 

commodities in relation to gold. 

I do not think that the facts before us bear out either 
of the two first of these explanations, although more con- 
sistent with the first than the second. 

I cannot doubt that cheaper production and transport, 
combined with other causes which have increased the effi- 
ciency of labour, have had some share in the fall of prices 
during the last 15 years ; but these it must be observed 
would have affected equally both gold and silver prices, 
and cannot therefore explain the divergence between 
them, except on the assumption that silver also has de- 
preciated to the same extent in relation to gold, a conten- 
tion which will be examined further on. 

The second explanation requires the belief that the re- 
duction in the yearly supply of gold to countries outside 
the United States of 16,770, OOOZ. has had no effect on the 
value of gold in those countries, while the addition of 
4,558,000Z. to the supply of silver has lowered its value by 
about 28 per cent.; that gold prices have fallen 28 per 
cent, from cheapening of production, and that the silver 
prices of commodities would also have fallen 28 per cent., 
had it not been for an increased supply and reduced de- 
mand for that metal which counteracted this fall; in other 



256 


BOYAL. OOMMISSIOlSr ON GOLD AND SILVER: 


words, that silver prices would have fallen from 100 to 72 
if it had not been for the increased supply of silver rela- 
tively to the demand, and that the increased supply of 
silver and reduced demand for it, have exercised an influ- 
ence on silver prices equivalent to what would be required 
to raise from 72 to 100 or by 39 per cent., while a more 
than proportionate increase in the demand for gold, and 
a more than threefold greater reduction in the supply of 
that metal has had no effect on gold prices. 

An elaborate argument will be found in Part II. of the 
Report, § § 48-71, in support of this second explanation, in 
which the divergence between gold and silver is mainly 
attributed to the depreciation of both silver and com- 
modities. 

This contention has been so fully dealt with by Mr. Bar- 
bour in his Note, whose views I entirely share, that I have 
little to add. 

It has been contended that a heavy fall in the gold price 
of silver may have been caused by the effect of the in- 
creased supplies of the last few years operating on a 
stock diminished by the whole quantity of silver which 
exists in the form of subsidiary coin in the currencies of 
Europe and the United States, and which is kept at a gold 
value by legislation estimated by M. Soetbeer at 
361,433,333?. 

But this argument appears to lose sight of the effect 
on the value of silver of the withdrawal from the markets 
of the world of this large portion of the stock, which is, at 
present, locked up in the currencies of gold-using coun- 
tries, and no longer available for export. 

Independently of this consideration, however, it must 
be observed, that if silver has depreciated because the in- 
creased supply has operated on a diminished stock, it 
would not have depreciated if this cause had been absent 
and it had operated on the whole stock. 

If then, as is assumed, the gold standard has not appre- 
ciated since the rupture of the bimetallic par, — and silver 
would not have depreciated except for that rupture, — 
the standard of value in the West, which then practically 
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consisted of both metals fused for this purpose into one, 
would have been unaffected, and the fall of 28 per cent, 
in the price of commodities from causes directly affecting 
them as is alleged would have been manifested both in gold 
and silver prices, Le,, in prices both in East and West. 

But it is impossible with the same metallic stock of gold 
and silver, and the same quantity of commodities in both 
cases, that there could be a fall of 28 per cent, in the 
price of the latter, both when measured against both met- 
als in combination, and when measured against gold alone. 

Therefore the gold standard must have appreciated in 
some degree, even according to this theory, from causes 
directly affecting that standard, viz., the recent changes 
in monetary legislation. 

The question is not whether gold has appreciated from 
causes directly affecting gold, but whether the standard 
of value in gold-using countries has appreciated from 
causes directly affecting the standard. This distinction is 
important. 

I also agree with Mr. Barbour in his observations on 
§ 61 of Part II. of the Report, on the effect of an alleged 
increase in the indebtedness of India to England on cur- 
rent accounts in checking the export of silver to India. 

In addition to the difficulties enumerated by Mr. Bar- 
bour, which must attend all attempts to draw up a correct 
statement of international indebtedness in the case of 
India, which have hitherto baffied the most experienced ac- 
countants, I would observe that we can only hope for an 
approach to accuracy by extending the account over a 
very long period of time, so as to include all loans con- 
tracted in this country. 

Two general principles may, perhaps, be stated : — 

1. That the excess value of the net exports of goods 

over the net import of specie represents the 
amount of the home charges, including the interest 
on debt. 

2. That the excess of remittances over the surplus or 

net export of goods represents the annual increase 
of capital debt. 
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But if an attempt be made to trace the operation of 
these principles in any limited period, they will often be 
found more or less at variance with apparent facts. 

The remark in § 68 of Part II. as to the effect of the 
India Council Bills appear to me, for this reason, to over- 
rate their influence on exchange, which can only be tem- 
porary in acting as a substitute for silver, and thus 
preventing its export to India. 

The Council Bills are merely the mode by which the 
Government of India pays its obligations in England. If 
there were no more Council Bills, there would be no re- 
mittance in their place, for there would be no more obliga- 
tions to discharge. The export trade of India would be so 
much less, and there would be no greater demand for silver 
than at present. It is a confusion between cause and effect. 

Another reason for rejecting this explanation is the 
remarkable coincidence in the fall of the gold prices of 
silver and of commodities, shown in a separate paper by 
Mr. Barbour, which is hardly to be reconciled with the be- 
lief that it can be due to causes independent of each other, 
and points rather to a common cause, viz., the apprecia- 
tion of gold. But unless this explanation be accepted, the 
argument of §§ 48-71 of Part II. of the Report falls to the 
ground. 

It is therefore to the third of these alternatives that I 
am rather led to look for an explanation of the phenomena 
under investigation, viz., the proposition that the fall in 
gold prices is due partly to appreciation of gold, and 
partly to depreciation both of silver and commodities 
relatively to gold. 

What proportion of the fall is due to each of these 
causes I am unable to say, but I strongly incline to the 
belief that it is due in a far larger measure to the former, 
than to the latter. 

My reason for this belief may be shortly stated. 

I have said that I did not attach much importance to 
the change which has taken place of late years in the 
relative supply of gold and silver in producing the di- 
vergence of value, and that I attributed this rather to a 
change in the conditions of demand. 
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From this point of view it seems probable that as the 
demand for gold for currency practically only arises in 
countries with a gold standard, while the demand for 
silver for currency arises both in countries with a gold and 
in those with a silver standard, the increased demand for 
gold due to recent monetary legislation would have had a 
much greater effect on its value than that which any di- 
minished demand for silver, due to those causes, would 
have had upon the value of the latter metal. 

To sum up, therefore, my conclusion upon this branch 
of our inquiry: 

It appears to follow from the foregoing reasoning that, 
as between gold and silver ‘‘inter se,’’ regarded as stand- 
ards of value, there has been an appreciation of gold and 
a depreciation of silver in unascertainable proportions. 

But that in considering gold and silver in their relation 
to commodities, gold being a commodity in countries with 
a silver standard, and silver being a commodity in coun- 
tries with a gold standard, and thus using the terms “ap- 
preciation’’ and “depreciation” of the precious metals 
in their popular sense, there has been an appreciation of 
gold to the whole extent of the divergence from a com- 
bination of causes, and not only no depreciation of silver, 
but probably a certain “appreciation” of this metal also. 

The impression left upon my mind by the results of the 
inquiry is that if the legislative changes made in 1873, and 
subsequently, had not taken place, there would probably 
have been some appreciation of the bimetallic standard, 
i.e., both of gold and of silver, due to causes directly af- 
fecting commodities ; but that the effect of those changes 
has been to diminish the relative demand for silver, and 
to increase the demand for gold, both relatively and posi- 
tively, thus reducing within comparatively narrow limits 
the appreciation of silver, while seriously aggravating the 
appreciation of gold, and leaving the level of silver prices 
with little alteration, while causing a marked fall in the 
level of gold prices. 



260 


BOYAL OOMMISSION ON GOLD AND SILVEB : 


Causes other than Appreciation of Gold. 

20. Having thus arrived at the conclusion that there 
has been a distinct appreciation of gold, due in a con- 
siderable degree to causes primarily affecting that metal, 
it is not necessary to discuss at any length the reasons 
and arguments which have been advanced to prove that 
there has been none, but so much prominence has been 
given to these considerations, both by several witnesses, 
and in the report of our colleagues, that some remarks 
are required. 

This view is sustained by two different lines of rea- 
soning. 

The one is directed to show that the fall in gold prices, 
to whatever extent it is admitted, is to be explained by 
causes directly connected with commodities. 

The second appeals to the effect of the extension of 
credit, and of banking and other expedients for econo- 
mising the use of gold, which it is said have operated in 
neutralising any tendency to its appreciation. 

21. Much stress has been laid on the fall of prices due 
to what is described as an economic revolution, and a 
new epoch in the conditions of production, transport, and 
mechanical and other scientific improvements in manu- 
facture and agriculture, upon the untrustworthiness of 
averages between different commodities di:ffering in rela- 
tive importance, on the absence of retail and local prices 
in such averages, and perhaps, above all, in the omission 
of wages from the comparisons. 

In answer to these objections, it is to be said that 
those undoubted causes of a fall in the prices of many 
commodities may be at once admitted, without in any 
way proving that they may not have coincided with and 
aggravated the effects of an appreciation of gold, and 
that they are insufi&cient to account for the fall in the 
gold price of silver; also that there is no reason to assume 
that they commenced to operate in 1873 ; that, in adopting 
the system of index numbers, its authors were fully alive 
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to its defects, and that, after making every allowance for 
them, the most careful and thoughtful economists, such 
as Cairnes and J evons, both held it to be sufficiently trust- 
worthy to found upon it practical conclusions with every 
reasonable confidence ; that retail prices will not immedi- 
ately correspond with wholesale, although ultimately ad- 
justed to them; that wages will probably be the last 
department which will exhibit signs of reduction, and that 
we have received much evidence that these have way in 
important branches of industry. 

The general argument which is also urged in § 24 of 
Part II. that there is no evidence of a universal fall, ex- 
tending to all commodities, all prices, and all wages, and 
that an appreciation of the standard can only be attested 
by such a result, scarcely appears to me to call for much 
remark, as I cannot doubt that the operation of a subtle 
cause such as this would, from the nature of the case, be 
gradual, unequal, irregular, often local, .and unattended 
by any uniform and universal manifestations. 

22. Under the first head, I also think that it would be 
difficult to show that the supply of commodities generally 
has increased, or the cost of production been diminished, 
during the last 15 years in a greater degree than in vari- 
ous periods of similar length before that date, when no 
very general or permanent fall of prices resulted. Those 
who allow that prices have fallen since 1873, and deny 
this to have been the effect of an appreciation of gold, 
must point out something else in the progress of industry 
since that date entirely different from and even contrary 
to the progress of the preceding period. If it be said that 
the gold discoveries in 1850 and the succeeding years 
counteracted the effect on prices which would have been 
produced by the increased supply of commodities in those 
years, this only shows how powerful is the influence of 
the supply of, and demand for, the precious metals, and 
justifies those who contend that the extra demands upon 
gold, owing to the demonetisation of silver and the rup- 
ture of the bimetallic par, have since 1874 intensified the 
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effect of the development of production, and diminution 
of cost during the latter period. 

23. In the next place, I remark that an increase in the 
supply of commodities involves new demands for the 
precious metals to be used as currency and reserve, for 
hoarding, for ornaments, and for use in the arts ; so that 
not merely may the value of commodities fall in relation 
to gold, owing to increase of supply, but if the commodi- 
ties of which the supply have been increased be of great 
importance and the number considerable, the value of 
gold generally may rise owing to the increased demand 
for it. 

In no other country have the development of natural 
resources, the increase in production, and the extension 
of facilities for transport kept pace since 1873 with the 
United States, and it is in this country that the demand 
for gold has most rapidly increased. 

24. Again, admitting an increase of supply at cheaper 
cost in certain commodities, and a considerable diminu- 
tion in the cost of transport since 1874, and as a conse- 
quence the fall of the prices of these articles due to these 
causes, I am of opinion that the ultimate effect should 
have been to have stimulated the demand for other ar- 
ticles, the price of which would consequently have risen. 
If so, the fall of prices, which is a marked characteristic of 
the last 15 years, would not have occurred at any rate 
to so great an extent. 

25. And finally, if gold prices have fallen solely owing 
to causes connected with commodities, silver prices should 
also have fallen, unless it can be shown that the fall in 
silver prices has been counteracted by an increased supply 
and a diminished demand, which is not, I think, borne out 
by the facts of the case. 

26. With respect to the second line of argument, I must 
begin by stating that I do not share the views expressed in 
Part II of the Beport, as to the effect of credit upon prices. 
The question is one of such complexity, and has hitherto 
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been so imperfectly investigated by economists, that it 
cannot be adequately discussed in connexion with our 
present inquiry, but I believe the operation of credit to 
be rather that of adding incalculably to the number of 
transactions, as well as to the circulating medium required 
to effect them, than of diminishing the quantity of metallic 
money necessary to supply the requisite currency. 

As a matter of fact, I doubt whether, on the whole and 
in the long run, it has been found that the development 
of credit has diminished the quantity of metallic money 
required for currency purposes. 

I concur in the opinion of Mr. Jevons contained in the 
following passage : — 

“While the elasticity of credit may certainly give prices 
a more free flight, the inflation of credit must be checked 
by the well-defined boundary of available capital which 
consists, in the last resort, of the reserve of notes, equiva- 
lent to gold in the banking department pf the Bank of 
England. Prices may temporarily rise or fall independ- 
ently of the quantity of gold in the country, ultimately 
they must be governed by this quantity. Credit gives a cer- 
tain latitude without rendering prices ultimately inde- 
pendent of gold.’’ 

And again, p. 176, “It is the aggregate of coin and gold 
“in circulation or reserve, in short, the supply of gold as 
“compared with the work it has to do, which determines 
“the range of prices, and which must in the last resort 
“be used to make payments either in an internal or for- 
‘ ‘ eign drain. ’ ’ 

But without entering further upon this question, it is 
enough for our present purpose to observe that any ex- 
tension of credit instruments in the period under review 
will undoubtedly have taken place rather in the chief gold- 
using countries than in those with a silver standard, thus 
tending to sustain prices in the former rather than in the 
latter, and that it is precisely in the first that prices have 
fallen, while in the latter they have been comparatively 
unchanged. 


Investiga- 
tions in 
currency 
and finance, 
p.30. 
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If, therefore, these agencies are held to affect prices, 
it is incontestable that the process which any extension of 
them would have set in motion would have been that of 
a fall in the value of gold, or at least an arrestation of a 
rise, and a relative rise in the gold price of silver, which 
in countries with a gold standard is a simple commodity, 
instead of which the one fact as to which all are agreed is 
that the gold price of silver has fallen 28 or 30 per cent, 

27. The same remarks are applicable to the effect of 
any economies of gold by banking and other expedients, 
such as postal orders, the telegraph, and more rapid 
means of transport, the use of securities, &c., referred to 
in § 33 of Part II. of the Eeport, and I must add my opin- 
ion that there seems no sufficient reason for supposing 
that there has been any such marked progress in these 
economies since 1873, as compared with preceding periods, 
as to have produced the consequences ascribed to them. 

28. I do not think that the influence of credit or of 
economies in the use of gold since 1873 has any material 
bearing on the question before us ; and I cannot therefore 
admit the force of the argument in § 53 of Part II. 

29. In § 36 of that Eeport a reference is made to what 
is called the “ nexus between prices and the metal which 
forms the standard of value. In the remarks which follow, 
the difficulty of the question appears to me to be com- 
plicated by considerations which do not really affect the 
main issue. 

According to Mr. Mill the price of a thing is its value 
in money. The ‘ ‘ nexus therefore between money and 
anything else for which it is exchanged is the same as 
that between any two other commodities. 

If the quantity of gold or of iron increases relatively 
to the quantity of anything else for which it is exchanged, 
its purchasing power is diminished. 

If the quantity of gold or of iron decreases relatively to 
the quantity of anything else with which it is exchanged, 
its purchasing power is increased. 
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Whatever may be the effect of what are called substi- 
tutes for gold’^ as money, the fact remains that an ounce 
of gold will at one time exchange for more wheat or 
iron than at another time, and the question which, as I 
understand it, has been referred for inquiry is whether at 
the present time, the purchasing power of gold has in- 
creased, and, if so, to what causes such increase is due. 

30. Another argument to which much prominence has 
been given in our inquiry is that if there had been any 
real appreciation of gold due to scarcity it would be 
visible in a diminution of the Bank reserves and in a high 
rate of discount. 

I do not believe, and in this view I believe that I am 
in accordance with most economical authorities, that there 
is any necessary connexion between the abundance or 
scarcity of the standard metal and the rate of interest 
or discount on money. The value of money in the money 
market and in the produce market are two totally differ- 
ent things. The one is the term used for the use of capital, 
not of gold, except so far as it is capital, and the demand 
for capital on loan has no necessary relation to the de- 
mand for gold in exchange for commodities. 

The rate of discount depends on the activity or depres- 
sion of trade, and as a matter of fact, it will, I believe, 
be found that when gold has been most abundant, as at 
the time of the gold discoveries in Australia, the rate of 
discount was unusually high. During 1854-57 the rate 
was only for a few months below 5 per cent. ; for more 
than half a year it stood at 6 and 7 per cent., and at the 
end of 1857 it remained for nearly two months at 10 per 
cent. ; again in 1861 it rose to 6 and 8 per cent. 

On the other hand, in periods of depression, the rate 
of discount and interest is low, because there is a di- 
minished demand for money on loan, business being re- 
stricted and enterprise checked when prices are falling. 
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Table of the Rates of Disootjnt and Gold Production, 
showing that although the production was very 
much smaller between the Years 1844-1852 
than between 1853-1863 the average rate of 
discount was lower. 



Year. 

Average Bate of 
Discount. 

Production. 



1844 

2 

10 

0 

7,639,000 



1845 

2 

13 

8 

7,639,000 



1846 

3 

6 

6 

7,639,000 



1847 

5 

3 

6 

7,639,000 



1848 

3 

14 

5 

7,639,000 



1849 

2 

18 

7 

12,700,000 



1850 

2 

10 

1 

14,200,000 



1851 

3 

0 

0 

16,600,000 


Average 


3 

12 

3 

10,211,000 

Average of 8 years. 


1852 

2 

3 

0 

36,550,000 



1853 

3 

13 

10 

31,090,000 



1854 

5 

2 

3 

25,490,000 



1865 

4 

17 

10 

27,015,000 



1856 

6 

1 

2 

29,520,000 



1857 

6 

13 

3 

26,655,000 


£ 8. d. 

1858 

3 

4 

7 

24,930,000 

8 years ^ average 

4 6 4 

1859 

2 

14 

7 

24,970,000 

28,275,0001. 


1860 

4 

3 

7 

23,850,000 



1861 

5 

5 

4 

22,760,000 



1862 

2 

10 

7 

21,550,000 



1863 

4 

8 

2 

21,390,000 


Average 


4 

4 

10 

26,314,000 

12 years ^ average. 


Thus the first eight years show a total production 
81,686,000^., average discount 3-6125. 

The second eight years show a total production 
226,220,000?., average discount 4-3841. 

Twelve years show a total production 315,770,000?., 
average discount 4-3437. 

The term scarcity of gold is a misleading expression. 
It is not scarcity in the sense of scarcity of bread or meat. 
It seems to me that if there is less gold, less is wanted for 
currency, except to sustain prices. This, therefore, does 
not cause a greater demand for gold which is intended 
for new production, and not for circulation. On the con- 
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trary, when prices fall business contracts, and production 
is checked — capital in the form of gold accumulates in 
the banks, and the rate of interest and discount falls. 

31. Another theory which has received support from 
several quarters and which attributes the fall in gold 
prices to other causes than the appreciation of gold, is 
that it has been brought about by a fall in the gold price 
of silver, acting in the first instance upon the prices of 
commodities exchanged in the trade between gold and 
silver using countries, and ultimately upon the general 
level of all prices. 

This view has been set out at length in §§ 81 and 82 
of Part 1. of the Report, and in § 9 of Part III. There is 
no doubt that some colour is given to this theory by the 
remarkable coincidence between the course of the index 
numbers of the prices of commodities generally, and the 
course of the price of silver, but in considering the ques- 
tion it is necessary to distinguish between cause and 
effect. 

If the fall in the gold price of silver was due to the 
depreciation of silver alone, silver prices would have 
risen, while gold prices would have at first remained the 
same. 

In this case the producer in silver-using countries could 
not afford to take a lower gold price, and his competition 
would not, therefore, have caused a depression in gold 
prices. 

It is because, as I think, this fall in gold prices is 
largely, if not mainly, due to the appreciation of gold, and 
because silver is not depreciated in relation to commodi- 
ties, that the producer in silver-using countries has been 
enabled to sell his produce at a lower gold price. 

I, however, think that even upon this assumption it is 
probable for the reasons given in § 81 of Part I., that the 
advantages temporarily given to the producer in silver 
countries have stimulated the exports of certain articles, 
as for instance, of Indian wheat, and thus tended to in- 
crease the supply in gold-using countries, and beat down 
their price, and that this process may have had an ap- 
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preciable, although a limited, effect in aggravating the 
fall of gold prices. This cause, however, to whatever extent 
it has operated, I regard rather as collateral and con- 
tributory than as primary in its effect on gold prices. 

32. Having thus examined the different causes of the 
divergence in value between gold and silver, and their 
respective effects upon gold and silver prices, I add some 
remarks as to their bearing upon the matters of prac- 
tical business to which attention is directed. 

India : 

(a,) Remittances of Government. 

1. For old and fixed contracts. 

2. For new and current contracts. 

The very serious nature and extent of the effects of the 
divergence upon these remittances are shown at some 
length in §§ 94 to 100 of Part I., and I need not therefore 
repeat them. 

33. But I cannot express too strongly my sense of the 
injurious, not to say disastrous, effect of the absence of a 
common standard between this country and its greatest 
dependency. 

It is not too much to say that it renders all continuity 
of financial policy impossible in a country in which suc- 
cessful government especially depends upon finance, and 
in which the financial difficulties of the future are grave 
enough, without this additional source of unnecessary and 
lamentable weakness. 

Private Remittances. 

34. Persons in India who have to make remittances 
home in gold have suffered in the same manner and to the 
same extent as the Government. Their remittances, when 
converted into gold, undergo at the present time an appar- 
ent loss of about 33 per cent., except when this is alleviated 
by a fall in the gold prices of the articles or services in 
payment of which the remittance is made. 

The private remittances, as a whole, comprise not only 
the savings of Europeans resident in India, both in the 
service of Government and in other capacities, but the 
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dividends upon Indian investments due to residents in 
England, and remittances by banks and merchants in the 
course of commercial transactions. 

It is not possible to ascertain their total amount, but 
when it is considered that most of the joint stock enter- 
prises, such as railways and many agricultural and manu- 
facturing undertakings, have been created by British 
capital, it is evident that a large part of their profits must 
be remitted to England, and that these must suffer heavily 
by the fall in the exchange. 

There is, however, this distinction to be noted between 
the remittances of Government to defray fixed charges, 
and those of private persons who remit their savings or 
profits. In the case of the first, an additional number of 
rupees is required to discharge a fixed sterling obligation. 
In the second case the same number of rupees is remitted, 
with a smaller outturn in sterling. The effect, therefore, of 
the first is to increase the exports from India, while no 
such consequence attends the second. 

On Producers, Merchants, and Taxpayers of India. 

35. Before I proceed to deal with the respective inter- 
ests of these several classes, it may be convenient to state 
my views with regard to the general effect produced upon 
the international trade between a gold and a silver using 
country by changes in the relative value of the two metals. 
Such changes, as I have already pointed out, must be at- 
tended or followed by proportionate changes in the levels 
of gold and silver prices. But while any change in the 
relative value of the two metals will take effect simul- 
taneously in both countries, the adjustment of all prices, 
including the wages of labour, to the altered relation is 
necessarily not only gradual and unequal, but in regard 
to existing contracts, the wages of labour, and all pay- 
ments regulated by custom, often so slow and doubtful 
in its operation as greatly to affect the relative conditions 
of production in the two countries. While the adjustment 
is proceeding, the producers in one country may possess 
a distinct advantage over those in the other, from the fact 
that prices may have fallen in the first and not in the 
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second, while fixed charges such as rent, interest on loans, 
and wages remain for a considerable time unaltered. 

When the process of adjustment has been completed, 
and all prices, including wages and fixed charges, have 
accommodated themselves to the altered relation of the 
standards, the conditions of exchange between the two 
countries will, so far as this cause alone is concerned, be 
the same as before. 

I cannot help thinking that the widely prevalent opinion 
that the divergence in value between gold and silver has 
operated as a stimulus to exports from India and other 
silver-using countries, is largely due to the impression 
which existed in the earlier period of that divergence, and 
which was strengthened by the Beport of the Silver Com- 
mittee of 1876, that it had been caused by a depreciation 
of silver as a standard of value against commodities. If 
this had been the case, we should have expected a marked 
flow of silver to India in preference to other commodities, 
and a temporary increase of exports from India, thus 
causing a stimulus to Indian exports, and a check to the 
import trade in goods until an equilibrium had been 
reached. But no such effects need be produced by a diver- 
gence due to the appreciation of gold, which, as will have 
been seen by my previous remarks, has been, as I think, 
the principal cause of the recent disturbance. 

From this latter point of view, the process which has 
been in operation would appear to have been of the follow- 
ing nature, confining our attention, by way of illustration, 
to the trade between India and the United Kingdom for 
the sake of greater clearness. 

The appreciation of gold has caused a fall in the price 
of commodities in general, including silver, in the United 
Kingdom as a gold-using country. 

The absence of depreciation of silver in India has left 
prices in that country generally stationary. 

The English producer being unable at once to adjust 
his fixed charges and wages to the fall in the price of his 
product, has been compelled to forego a part of his profit. 
The Indian producer having escaped a fall in the price 
of his product, has remained unaffected by the monetary 
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disturbance, and has thus and to this extent been placed 
at an advantage as compared with the English producer. 

Both English and Indian producers have had to sub- 
mit to a lower gold price in the English market, but as 
this lower gold price produces the same number of rupees 
as the higher gold price did before, the Indian producer 
has not suffered, while the English producer from the 
cause mentioned above has undergone a loss of profit. 

If this loss were caused by any special disadvantage of 
the Indian trade it would, no doubt, have led to a con- 
traction of the exports to that country, but as it is equally 
incurred in other branches of trade, the effect has prob- 
ably been to stimulate them with a view of counteracting 
the loss by larger sales. 

The general principles which in the long run control 
and determine the course of trade on the occurrence of 
a divergence in the value of the two metals between coun- 
tries with a gold and with a silver standard appear to be 
these, and to be in accordance with what would seem to 
have been the facts in the present case. 

The divergence in value of gold and silver must be at- 
tended or followed by a proportionate divergence in gold 
and silver prices. When this process, which must be grad- 
ual and unequal in its operation, has been completed, and 
all prices, including wages and fixed charges, have ad- 
justed themselves to the altered level, the conditions of 
exchange between gold and silver using countries will, so 
far as this cause alone is concerned, be the same as they 
were before. 

But during the process of adjustment, which may ex- 
tend over many years, and cause infinite evil, a consider- 
able disturbance in those conditions would probably take 
place, from the very nature of the process. In what does 
this process consist? It must consist in a rise of prices 
in one country and a fall of prices in the other, or a rise 
or fall in different degrees in both, but in all cases the 
relative effects will greatly depend upon the extent of 
the divergence. It seems, however, probable that those 
effects will be more marked in a case characterised by ap- 
preciation of the standard in one- country and by deprecia- 
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tion of the other than where the movement of prices in 
both countries is in the same direction although in differ- 
ent degrees. 

In the former case, it appears to me that the real ex- 
change between two countries trading with each other 
must be affected by whatever affects their relative condi- 
tions of production, and it must be admitted, I think, that 
whatever may be held to be the effect on a country as a 
whole of an appreciating or a depreciating standard, as 
regards the producing classes at all events, a country in 
which prices are rising or are stationary is at an ad- 
vantage in its relation to a country in which they are fall- 
ing, owing to the fact already stated that a considerable 
time must necessarily elapse before the fixed charges and 
wages of labour can adjust themselves to the lower scale. 
This process of adjustment, when it takes place on a 
descending scale, is one of infinite loss and difficulty to 
all those who are affected by it, and we attribute much of 
the depression of trade and diminished employment of 
labour and profits on capital to the operation of this 
cause. 

36. Applying these general principles to the case of 
India, it seems probable that if the fall in the exchange 
had stimulated the export trade and thus benefited the 
Indian producer, the same cause would have checked the 
import trade ; but the trade accounts for the period under 
review show that, while there has been a great growth in 
the foreign trade of India, as a whole, the progress of the 
import trade has kept pace with that of the export trade. 

This remark applies both to the total foreign trade of 
India, and to that part of it between India and this coun- 
try. 

The statistics of the trade are given in the Appendix to 
our first report, Tables B. and C., p. 338. 

These facts are scarcely consistent with the opinion 
that the Indian producer has greatly benefited by the 
fall in the exchange, but a still stronger reason for the 
conclusion that no marked effect upon the Indian producer 
has been felt is afforded by the fact, which appears to be 



NOTE BY SIB LOUIS MALLET. 


273 


unquestionably established by the tenor of the evidence, 
that there has been no such general rise in the prices of 
the staple products of India as to afford ground for think- 
ing that there has been any special cause at work tend- 
ing to an abnormal increase of production. 

I am not, therefore, disposed to think that the diver- 
gence in value of the precious metals has, down to the 
present time, affected in any marked degree the general 
condition of the Indian producers as a class, although 
there is much evidence to show, what probably has been the 
case, that, at particular moments, a fall in the exchange 
has led to an increased demand for special products such 
as wheat, and temporarily acted as a bounty upon its 
export, until the fall in the gold prices of such wheat in 
Europe has restored the trade to its former level. This 
effect, therefore, is rather due to the progressive nature 
of the divergence, than to the fact of such divergence once 
for all. 

36. I am, however, far from thinking that the absence 
of a common standard of value between the United King- 
dom and India, and the frequent fluctuations which are 
inseparable from the present absence of fixity in the ratio 
between the metals of which they consist, are unattended 
by evil effects in the long run even to the producers and 
merchants of India. However, it may be true that, in 
the long run, any change in the relative value of gold 
and silver may be followed by corresponding changes 
in the prices of commodities and the wages of labour, it 
is notorious that the two things are not identical in point 
of time, and that, with respect to contracts and obliga- 
tions which are either permanent or which extend over 
many years, the adjustment is either impossible or slow 
and gradual in its operation, so as greatly to affect the 
relative conditions of production between the two coun- 
tries. In the present case we have received evidence that, 
although it may be true that the fall of gold prices has 
been followed and neutralised by a corresponding fall in 
the prices of Indian products in Europe, still that, owing 
to the fact that the Indian producer has not been affected 
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by any change in the standard of value, while the pro- 
ducer in Europe has been obliged in many cases to accept 
lower prices, with no corresponding fall as yet in the fixed 
charges to which he may be liable, the former has been 
placed in a relatively better position, and been able to com- 
pete under more favourable conditions than before. To 
this extent I am therefore disposed to think that the Indian 
producer may have benefited by the fall in exchange, and 
that in this sense he may be said to have received a bonus 
or bounty on the exportation of his products ; but I am un- 
able to accept the view which has been pressed upon us 
by many witnesses that the fall in exchange can operate 
permanently as a bounty on Indian exports, holding as 
I do the opinion that this fall is mainly due to an apprecia- 
tion of gold which must in course of time equally affect 
the gold prices of the main articles of Indian export and 
import. 

Nor can I doubt that the Indian producer is distinctly 
injured by the unstable nature of the exchange between 
gold and silver using countries, which cannot fail to ren- 
der the conditions of production, so far as regards the 
staple exports, more or less uncertain and insecure, as 
well as by the unquestionable check which is thus caused 
to the investment of British capital in industrial under- 
takings. 

I believe that the present high rate of interest on money 
in India in first-class securities, such as mortgages on 
solid and improving property, is largely due to this un- 
stable condition of the exchange, which necessarily deters 
Western capitalists from such investments, and that India 
is thus deprived of one of the great advantages of British 
rule in providing her with cheaper capital and improved 
credit. 

37. On the other hand, the apparent stimulus which 
has been given to the trade of India in some branches 
(especially to the cotton trade) with silver-using coun- 
tries appears to afford a useful illustration of the dis- 
turbance which may be caused by the unsettled exchange, 
as it seems to show that a stable exchange may account 
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for the partial transfer of a trade from a country where 
this condition is absent, to one in which it exists. 

38. If this be the case, it appears probable that the con- 
tinuance of an unstable exchange will tend to operate 
very unfavourably on the progress of British trade with 
the East and with silver-using countries generally, and 
it must be borne in mind that nearly two thirds of the 
British export trade in cotton manufactures, both yam 
and piece-goods, is carried on with these countries, on 
which, owing to the protective taritfs of most of the gold- 
using countries, the British manufacturer has been com- 
pelled more and more to rely. We cannot, therefore, but 
regard this aspect of the question under consideration as 
of great prospective interest. 

39. I have nothing to add to the remarks in Part III., 
§ 16, on the position of the Indian taxpayer, except to ob- 
serve that in considering the future I cannot but regard 
as a matter of serious moment the possibility of a still 
further relative depreciation of silver or appreciation of 
gold. This possibility is indeed so present to the minds of 
many of those whose opinion is entitled to much con- 
sideration, that it has been urged as one of the principal 
objections to the adoption of rated bimetallism, from 
the fear that the excessive production of silver would 
drive all the gold out of the currencies of the countries 
which adopted it. It seems, therefore, necessary to take 
it into account in considering the practical policy to be 
pursued. 

Effects on United Kingdom, 

40. But it is upon the general trade of the United King- 
dom, and the industrial condition of this country general- 
ly, that I think the injurious effects of the recent currency 
changes have been chiefly felt. 

41. I observe the following paragraph in the Final Re- 
port of the Royal Commission on the Depression of Trade 
and Industry. 

We expressed in our third report the opinion that this 
fall in prices, so far as it had been caused by an apprecia- 
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tion of the standard of value, was a matter deserving of 
the most serious independent inquiry; and we do not, 
therefore, think it necessary to investigate at length the 
causes which have brought it about. But we desire to give 
it a leading place in the enumeration of the influences 
which have tended to produce the present depression. ' ’ 

42. The result of this inquiry has been to produce upon 
my mind a similar impression, and if the conclusion at 
which I have arrived, as to the nature of the divergence 
in the relative value of the two metals be correct, the 
effect upon the trade and industry of the United King- 
dom must have been that of an appreciating standard 
of value. I hold, for reasons which are given at greater 
length in § 85 of Part I., that this is a distinct and serious 
evil, especially to the industrial and working classes. Ab- 
solute stability in the standard of value being unattain- 
able, it is, in my opinion, better in the interests of those 
classes, and probably in the general interests of society, 
that the tendency should be rather towards depreciation 
than appreciation. Whatever the drawbacks and incon- 
veniences of this former process, and they are far from 
inconsiderable, it at least tends to benefit the commercial 
and industrial classes and the general taxpayer, rather 
than the unproductive classes, and to improve the condi- 
tion of the great body of the people. 

The contrary effect is produced by appreciation ; in this 
case, those who are enjoying acquired wealth benefit at 
the expense of those who are in process of acquiring it, 
and the active and enterprising members of society suffer. 

If the relation of debtor and creditor must be disturbed, 
it is in the interest of trade and industry that the change 
should be favourable to the debtor rather than to the 
creditor. 

43. The appreciation of the standard of value, so far 
as it is due to causes affecting the metal or metals of 
which it is composed, has been, in my opinion, primarily 
caused by the rupture of the bimetallic par. If this had 
been maintained there might still have been, if my view 
is correct, a fall in prices due to causes affecting com- 
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modities, but the effects of such a disturbance would have 
been very different; they would have affected debtors 
relatively rather than positively, while they would have 
left the taxpayer in no worse a position than before, al- 
though benefiting the annuitant. 

44. In the foregoing remarks I have dwelt more espe- 
cially upon the evil effects which have been caused by the 
particular and accidental form which the divergence be- 
tween gold and silver prices during recent years has as- 
sumed, viz., that of an appreciation of the gold standard, 
and a corresponding fall of gold prices; but in placing on 
record my view as to the general and permanent evils 
arising from the absence of a fixed legal ratio between 
the two metals, I desire to express very distinctly the 
opinion that I attach far more importance to the injurious 
effects of constant fluctuations in their relative value, in 
imparting a character of uncertainty and insecurity to 
the international exchanges between gold and silver using 
countries, than to a mere alteration in their relation to 
each other, in one form or other, whether by a rise or fall 
of either metal. It is necessary to give prominence to 
this view, because it is sometimes said that a bimetallic 
standard is advocated mainly for the purpose of raising 
prices and benefiting debtors. It is entirely forgotten by 
those who entertain this idea, that if the divergence in 
the relative value of the two metals had taken the form 
of a depreciation of silver, the adoption of rated bimetal- 
lism would have the effect of lowering prices and benefit- 
ing creditors in countries with a gold standard. 

It is moreover essential to remember that this aspect 
of the question is not affected by the difference of opinion 
in the Commission, as to the secondary causes of this 
present divergence. 

45. I therefore find that the effects of the divergence 
have been distinctly injurious, and that the original cause 
has been the change in monetary legislation in the years 
immediately preceding and following 1873. The present 
divorce of gold and silver is nothing more nor less than a 
great and novel experiment. To speak of a return to a 
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system which practically prevailed for nearly two hun- 
dred years as a ‘‘tremendous change^’ and a “leap in 
the dark/’ as it is described in § 120 of Part II., appears 
to me to be a great exaggeration. 

Unless we go back to a period which affords no ground 
for useful comparison, we have nothing but the experi- 
ence of the last 15 years to guide us in forming an opinion 
as to what the consequences may be, of substituting what 
has been called “unrated” for “rated” bimetallism in 
“the world’s” currency. So far, that experience is far 
from encouraging. Serious inconveniences in international 
trade have manifested themselves, prices have been 
greatly disturbed, and no present prospect appears of an 
abatement of these evils. 

46. But it is chiefly to the future that those who view 
with anxiety the present monetary disorder look with 
apprehension. 

For the future there is, and can be, no security what- 
ever. Any large addition to the stock of either metal, or 
any large deficiency in its supply, any change of policy 
in any important country, dictated by real or supposed 
national interest, such as the adoption of a gold standard 
by India, a further divergence in the ratio, rendering 
illicit coinage of silver in countries where it is kept at 
an artificial value profitable, might produce serious em- 
barrassment, and in India a political and financial crisis. 

It may be safely affirmed that no country in the world 
can be secure or satisfied with the present state of things. 
It is neither monometallic nor bimetallic in the popular 
sense of the term, and can only be properly described by 
the French term, as the system of the etalon hoiteux. 

I concur in the opinion expressed at the Monetary Con- 
ference in Paris, in 1878, by the British delegates, that 
a further demonetization of silver, which may be the re- 
sult of inaction, might bring about a commercial and finan- 
cial catastrophe. 

If then there can ever be a case which calls for inter- 
national concert, this certainly appears to be one. 
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Future Supplies. 

47. Some reference is necessary to the question of the 
prospect of the future supplies of gold and silver. I should 
have been glad if it had been found possible to receive 
more evidence on this head, but I doubt whether any very 
useful purpose would have been served by it. As regards 
the conditions of future production (and on this point 
there seems to be a very general concurrence of opinion) 
it seems probable that while there will be a continuous 
supply of both metals in fluctuating quantity, there is 
little prospect of any such vast and rapid increase in the 
supply of either of them as has taken place on former 
occasions, and especially at the period of the Californian 
and Australian gold discoveries, but it appears to me 
that any opinion on this subject must be so speculative in 
its character, that it would be unsafe to give an im- 
portant place to this element in the problem, in deciding 
on the practical measures which it is advisable to adopt. 

Proposed Remedies. 

48. With regard to the possible remedies for the serious 
evils which, in my opinion, have been caused, and will 
continue to be caused, by recent changes in the relative 
values of the precious metals, I have little to add to the 
recommendations of the joint report. 

49. Convinced as I am that the primary cause of those 
changes has been the final rupture of the bimetallic par 
maintained by the Latin Union until 1873, 1 cannot doubt 
that a remedy should be sought in a return to the system 
of a fixed ratio between gold and silver, if it be possible 
to establish it over a sufficiently wide area to ensure per- 
manent stability. 

50. What the extent of the area sufficient for such a 
purpose would be is a question on which very different 
opinions prevail, but I should hesitate to recommend any 
course which would conduct Her Majesty’s Government 
to the adoption of a bimetallic standard in the United 
Kingdom which did not include the principal commercial 
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countries and groups of countries of the world, such as 
the United States of America, the Latin Union, the Ger- 
man Empire, the United Kingdom, and British India. 

51. I believe, however, that if an agreement could be 
arrived at between these Powers by which their mints 
were respectively open at all times to the free coinage 
of both metals into legal tender money at a common fixed 
ratio, such coins being available for the payment of all 
debts at the option of the debtor, all future fluctuations 
in their relative value would be confined within very nar- 
row limits, and that a common international standard 
would be secured, possessed of the greatest attainable 
degree of stability. 

52. This is, however, a remedy the application of which 
is only possible by international concert, and I have no 
means of knowing what prospect there may be at the 
present time of the co-operation of the Powers concerned 
for such a purpose. 

53. I can only observe that on the occasion of the 
Monetary Conference of 1881 at Paris, it appeared prob- 
able that if the assent of Her Majesty’s Government 
could have been obtained, such an arrangement as I have 
suggested would have been acceptable to the other Pow- 
ers. I therefore think, that if any future occasion should 
present itself which appears favourable to renewed nego- 
tiations with a view to another conference with a similar 
object, it is one which Her Majesty’s Government should 
do all in their power to promote. 

It would be useless to enter upon a consideration of the 
details of any such arrangement, in anticipation of dis- 
cussions which can only possess practical value in con- 
nexion with an international conference. The questions 
involved are of a kind which affect so many interests in 
other countries as well as in the British Empire, that 
the materials are not available for definite and final con- 
clusions as to the precise nature of any arrangement, 
except as regards the essential principles to which I have 
already adverted. 
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54. But on one point it is necessary, in anticipation of 
any international negotiations, to state the views which 
I have been led to entertain, viz., the permanent relation 
which it is desirable to create between the two metals, in 
the event of the adoption of a fixed ratio under interna- 
tional sanction. 

55. I so far differ from the opinion of some of my col- 
leagues, as to think that the expediency of establishing 
such a ratio should not be held to depend upon the possi- 
bility of its being fixed at the average market ratio of the 
last two or three years. I think that any ratio, within the 
extreme limits of that which prevailed prior to 1873 and 
that of the present time, would be preferable to none. 

56. And while I am far from underrating the objec- 
tions to an arbitrary interference with prices and existing 
contracts by the creation of a ratio widely differing from 
the market ratio, I doubt whether the consequences would 
affect existing interests so seriously as is sometimes 
thought, if the change of standard were gradual and pro- 
spective, and not immediate, in its operation. 

57. I also think that in considering the objections to 
the action of Government in disturbing the standard of 
value, there is something to be said against the adoption 
of a ratio which might prevent any natural recovery 
from the present depression of gold prices, and render 
permanent in the case of India, the present heavy loss on 
the Government remittances which has been caused by the 
recent divergence. 

58. Whether on the balance the general interests of 
India would be better served by a return to the former 
ratio, or by the adoption of one approximating to the 
market ratio, is a question on which different opinions 
are held by those entitled to speak with authority, and 
which involves so many considerations, both political and 
economical, that I think it should be left in a great de- 
gree to the decision of the Government of India. 

59. I would, however, observe that while, on the one 
hand, it is possible that a return to the former ratio 



282 BOYAL OOMMISSIOlSr ON GOLD AKD SILVEB: 

might, by causing an increased demand for silver in 
Europe, check its flow to India, and thereby tend to lower 
prices in that Empire, it is difficult to believe that the 
opening of the Indian mints to gold would not have an 
effect in attracting into the currency a portion of the gold 
which exists in such large quantities in India in hoards, 
the accumulation of which has probably increased under 
recent conditions, and which a fall in the value of gold 
would probably have a tendency to diminish. 

60. But I think that this is a question which can only 
be determined by a conference, at which the interests of 
other countries, as well as those of the British Empire, 
can be fully represented and considered, and, therefore, 
that, if such a conference were at any time to be held. Her 
Majesty’s Government should enter it, unfettered by any 
previous expression of opinion on this important point. 

Objections. 

61. In addition to the objections to this policy which 
have been enumerated in our joint report I would add the 
following : — 

(a.) That a bimetallic ratio would probably give a 
worse rather than a better standard of value, because the 
momentary standard is always the over-estimated metal, 
which would give a constant advantage to the debtor, and 
that silver has during the last thousand years fallen more 
than gold, and that while both have depreciated in com- 
parison with corn and the chief raw materials, it is 
probable that silver is more subject to depreciation than 
gold. The ratio would, therefore, tend to discourage the 
production of the dearer metal, which it is desirable to 
encourage. 

With respect to this objection I would observe that it 
in no way follows from the fact that the momentary 
standard is the over-estimated metal under a bimetallic 
system, that a worse rather than a better standard of 
value would be secured. This will entirely depend on the 
cause of the divergence between the two rated metals. 
If that cause be the depreciation of one of them in com- 
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parison with things in general, the effect will be as is 
supposed, but if the cause be the appreciation of one of 
them as against things in general, the over-estimated 
metal will be the better standard of the two. 

Nothing is more impossible than to predict with con- 
fidence what the future relations of the two metals if they 
remain unrated may be, but at the present time, if the 
conclusions at which we have arrived in this Report are 
sound, it is evident that silver has varied considerably 
less than gold in its relation to commodities. 

Although it may be true that during the last thousand 
year both metals have fallen in value in comparison with 
com and raw materials, this has not been the case as re- 
gards gold since the early part of the present century, a 
period which serves far better for practical purposes of 
speculation. 

It appears to me, in view of the enormous expansion of 
trade and commercial transactions in modem times, and 
the increased efficiency given to human labour by im- 
proved methods of production and transport, that it is 
only by the full and free utilisation of both metals as 
standards of value that a progressive tendency to ap- 
preciation, and therefore to instability, can be averted. 

(h.) The objection, that in the event of a great war in 
which any one of the contracting powers were engaged, 
it might probably be necessary for it to resort to a forced 
paper currency. 

In such a case I see no reason to suppose that one metal 
more than the other would be thrown on the markets of 
the world, thus disturbing the ratio, or that any other 
effect would be produced, which would not equally follow 
a similar policy, if there were no convention, viz., a tem- 
porary addition to the currency of the world, attended by 
an inflation of prices, which, when specie payments were 
resumed, would be followed by a collapse. This is no 
doubt an evil, but it appears to me to be one, the effects 
of which, would be more serious if one metal alone was 
the general standard of value. It must also be remembered 
that the present unsettled relations between gold and sil- 
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ver constitute one of the main difficulties in the resumption 
of specie payments, and the adoption of a metallic cur- 
rency by countries, such as Russia, Austria, and several 
South American States, in which the system of a forced 
paper currency still prevails, and that its continuance 
may compel them at some future time to resume on gold. 

(c.) The answer to the objection derived from an al- 
leged breach of faith with creditors, must mainly depend 
upon the view which is taken of the magnitude of the evils 
which have already arisen, and may reasonably be ex- 
pected to arise in future from the absence of any legal 
ratio between the two metals. If these evils are incon- 
siderable, and can be regarded without serious apprehen- 
sion for the future, it may well be thought that they do 
not justify measures which arbitrarily affect the standard 
of value, and may disturb existing contracts. 

But a different set of considerations arise if, as I have 
stated them in my belief to be, they are of a nature seri- 
ously to impair the general interests of the country, to 
compromise our commercial policy, and to imperil the 
financial position of our greatest dependency. 

From this point of view it will probably be admitted 
that, as in other cases of national emergency, the interests 
of a portion of the community, however important, should 
not be allowed to stand in the way of a reform which is 
thought to be required in the interests of the Empire as 
a whole. 

62. I fully appreciate the reasons which have weighed 
with those of my colleagues who are opposed to so great 
a change as that which has been suggested, on what have 
appeared to them doubtful and insufficient grounds, and 
it is with much hesitation that I venture to differ from 
the opinions of some of them, such as Sir J. Lubbock 
and Mr. Birch, whose practical experience and authority 
are much greater than mine, but after giving due con- 
sideration to all the objections which have been urged 
against it, I do not think that they are such as ought to 
be allowed to stand in the way of the course which has 
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been recommended in §§ 34, 35 of Part IIL, even on 
purely national grounds, even if the question were not 
one of much wider significance. 

63. A common standard of value between the principal 
commercial countries is an object the importance of which 
can hardly be exaggerated, and it appears to me to be 
almost an essential condition of the fulfillment of the 
policy of free trade. 

64. If this opinion be accepted, it may be safely affirmed 
that, in the present state of the world, the object in view 
can only be attained by the method which has been pro- 
posed, and I cannot doubt that if a sufficiently wide area 
of agreement between the leading commercial countries 
could be secured, this great international reform might be 
successfully accomplished. 

65. To sum up the preceding remarks : — 

(a.) The primary cause of the divergence in the rela- 
tive value of gold and silver in recent years is to be found 
in the monetary legislation of the period, by which the 
regulating effect of law in maintaining practical stability 
in their relation to each other was removed. 

(&.) The forces set free by the withdrawal of this in- 
fluence have operated in largely increasing the demand 
for gold, and in diminishing to some extent the demand 
for silver, thus causing a distinct appreciation of the 
former, and a certain depreciation of the latter, consid- 
ered in their relations “inter se.’’ 

(c.) These effects have been increased by a diminished 
production of gold, and an increased production of silver. 

{d.) Concurrently with these changes there has been 
a large addition to the supply of important commodities 
due to the increased efficiency of labour, both in produc- 
tion and transport, thus causing a reduction in their 
prices. 

(e.) The joint result of those several causes has been 
a considerable appreciation of gold, causing a marked 
fall in gold prices and some appreciation of silver, al- 
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though apparently not enough to produce any distinct 
effect on the general level of silver prices in countries with 
a silver standard. 

(/.) The inference to be drawn from these conclusions 
appears to be that the divergence is due far more to the 
appreciation of gold from monetary causes, than to the 
depreciation of silver and of commodities from other 
causes affecting them both in equal degree. 

{g,) The effects of the divergence have been injuri- 
ous : — 

(i.) From an appreciation of the gold standard, 

(ii.) But far more from instability of exchange between 
gold and silver using countries, and especially be- 
tween the United Kingdom and India. 

{h,) The remedy for these evils is to be sought in the 
adoption, if possible, of the free coinage of both metals 
into legal tender money at a fixed ratio between them, 
over a sufficient international area, for the following rea- 
sons : — 

{h,) A single standard of value is admitted to be of so 
much importance that in all civilized countries it is always 
adopted as a basis of national exchange and contracts. 

(Z.) Such a standard can only be less important in inter- 
national transactions because they are less numerous, and 
the inconveniences of different standards of value are 
less intolerable ; but it is not denied that they exist, and 
that as the foreign trade of commercial countries assumes 
year by year larger proportions, so do the evils of differ- 
ent standards of value year by year increase in magni- 
tude. 

(m.) But it is impossible to create a common standard 
of value in the international transactions of countries 
which now use gold and silver respectively as a standard, 
if such common standard is to consist of one metal only, 
neither gold nor silver existing in sufficient quantity for 
such a purpose, without causing such a disturbance in 
prices as would amount to a commercial and financial 
revolution. 

(w.) Therefore, it is only by the full utilisation of both 
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metals through the adoption of free coinage into legal 
tender money of both, with a fixed ratio between them 
within a suflScient international area, that this result is 
attainable. 

(o.) It only remains to consider whether it is better, 
both metals being indispensable for the purposes of the 
world's currency, that they should be rated or unrated. 
If they are rated a single standard of value may, it is 
held, be secured for national and international exchanges. 
If they remain unrated they will continue to be liable to 
constant variations in relative value, and all the evils of 
two different standards of value in the trade of the world, 
and even within the limits of the British Empire itself, 
will still be allowed to hamper and restrict commercial 
progress. 

(p.) It is thought that of these two alternative courses, 
the first is preferable, but as it can only be rendered suc- 
cessful by the concerted action of the principal commer- 
cial powers, no opinion is expressed as to the possibility 
of its adoption. 


Louis Mallet. 
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Note by Mr. Barbour. 

Ground of Dissent from Part II. 

I regret that I have been unable to sign Part II. of the 
Report. 

The following are the reasons which prevent me from 
doing so : — 

The method adopted for deciding whether the change 
in the relative value of the precious metals in recent years 
is due to appreciation of gold or depreciation of silver 
is not satisfactory, especially as gold prices and silver 
prices are not dealt with in the same way. Sufficient im- 
portance is not attached to the dangers and difficulties 
of the future if the hope of establishing comparative sta- 
bility of relative value between the precious metals be 
finally abandoned. Too great weight is attached to the 
risks and difficulties attending the establishment of the 
full legal tender of both gold and silver in this country. 
The remedies, or palliatives, proposed are, in themselves, 
insufficient to secure a satisfactory settlement of the ques- 
tion. 

Although I concur in the conclusions arrived at, and 
remedies proposed in Part III., it appears to me that the 
subject might with advantage have been treated in a 
somewhat different way, and some of the arguments and 
objections set forth at greater length. I have therefore 
decided, after much hesitation, to add the following re- 
marks on my own behalf. 

What is meant hy ** Appreciation of Gold** and 
‘‘Depreciation of Silver.** 

2. The terms of the order appointing the Commission 
may be said, briefly, to require us to examine — 

1. Whether the changes in the relative values of the 

precious metals are due to appreciation of gold or 
depreciation of silver. 

2. Whether these changes are causing permanent and 

important evils. 

3. Whether these evils (if they exist) can be remedied 
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by measures which would not give rise to other 
evils equally great. 

The first question that arises on this reference is what 
meaning should be attached to the expressions ^ * apprecia- 
tion of gold^’ and ^‘depreciation of silver’^? 

3. Strictly speaking, “appreciation of gold'’ means an Value ex- 
increase in the value of gold, but value expresses a rela- 

tion, and gold cannot increase in value except in relation increase in 
to some other thing for which it is, or can be, exchanged, the value of 
The phrase “appreciation of gold," when not used with pid mean- 
special reference to an article, or a group of articles, for ^fept with 
which gold is exchanged, can only mean a rise in the gen- reference to 
eral purchasing power of gold, or, in other words, a rise 
in the average purchasing power of gold in reference ^irmaybe, 
to things in general. exchanged. 

No method has been devised whereby the average pur- 
chasing power of gold, in this very wide sense, can be 
determined with accuracy. 

If the gold price of every commodity, and of every kind 
of labour, had fallen in all parts of the world, there could 
be no question but that there had been an “appreciation 
of gold." On the other hand, if the silver prices of all 
commodities, and of every kind of labour, had risen, we 
might safely say that there had been a depreciation of 
silver. But the facts are not so simple; the gold prices impossibility 
of all commodities and services have not fallen ; the silver ®^g“® 
prices of all commodities and services have not risen. The increase or^ 
task of combining the average prices of all commodities decrease in 
and of every kind of labour, in all parts of the world, and 
of allowing for variations in the quality and quantity of feierlnceto 
each article, and of efficiency in every kind of labour, in everything, 
such manner as to accurately measure appreciation or 
depreciation in the sense just referred to, is one which 
has not been, and probably never can be, successfully 
accomplished. 

4. Eesults of a more or less useful character might be 
obtained by arranging commodities and different kinds 
of labour in groups, obtaining an approximate statement 



Invidious 
meaning 
attached to 
the terms 
* * apprecia- 
tion* * or * * de- 
preciation** 
of the 
standard of 
value. 


Complication 
due to 
attempt to 
divide causes 
affecting the 
value of gold 
into causes 
primarily 
affecting gold 
and causes 
primarily 
affecting 
commodities. 


290 BOYAL OOMMISSION ON GOLD AND SILVBB: 

of the change in the purchasing power of gold in relation 
to each group, and drawing a general conclusion from a 
consideration of the aggregate of these statements. But, 
unfortunately, an invidious meaning is generally attached 
to the terms ‘‘appreciation’^ and “depreciation” when 
used in relation to the standard of value, and inquirers 
do not always approach the question of the appreciation 
of gold or depreciation of silver with impartial minds. 
An excessive issue of inconvertible paper money is always 
attended with a fall in the value of such money below its 
nominal value in gold. It is then said to be “depreciated,” 
and the statement is accurate so long as it is understood 
to mean that the nominal value of the paper money is 
greater than its actual gold value in the market. All the 
evils which generally attend the over-issue of inconvert- 
ible paper become attached in the public mind, by a 
natural process, to the phrase “depreciation” of the 
standard, and “appreciation” is held to indicate evils of 
an opposite nature, but equally grave in character. As a 
consequence of this state of feeling the advocates of any 
standard of value instinctively feel that their case is ma- 
terially prejudiced in public opinion if they admit that 
that standard has either appreciated or depreciated, 
though it is quite certain that every standard must, as a 
rule, be either appreciating or depreciating in some de- 
gree. 

5. A further complication has been introduced into the 
question by a proposal to limit the meaning of the phrase 
“appreciation of gold” to a rise in the value of gold due 
primarily to causes affecting gold. I venture to think, with 
all deference to those who hold the opposite opinion, that 
the distinction attempted to be drawn is radically un- 
sound, and that any attempt to apply it in practice would 
only produce error and confusion. 

It is impossible to separate the causes producing an 
alteration in the relative value of gold and commodities 
into causes primarily affecting gold and causes primarily 
affecting commodities. A great increase in the production 
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of commodities means a great increase in wealth, and 
would ordinarily be attended with an increase of demand 
for gold. The prices of some commodities would fall be- 
cause they were produced in increasing quantities ; the 
prices of commodities generally would tend to fall be- 
cause there was an increased demand for gold, and there 
are no means of saying how much of the alteration in 
price in the case of any commodity is due to increased pro- 
duction and how much to increased demand for gold. 

If, as has just been shown, it is impossible to determine 
with accuracy the increase in the general purchasing pow- 
er of gold, a fortiori, it is impossible to determine what 
portion of such increase is due to causes primarily affect- 
ing gold. 

Expediency of avoiding the use of the terms 
** Appreciation of Gold^* and Depreciation 
of Silver/^ 

6. Looking, then, to the invidious meaning attached to 
the terms ‘^appreciation’’ and “depreciation,” as applied 
to the standard of value, to the impossibility of measur- 
ing with precision the change in the purchasing power 
of the standard, and to the opening for endless contro- 
versy which is afforded by any attempt to do so, it ap- 
pears desirable to avoid, as far as possible, the use of the 
terms “appreciation” and “depreciation.” 

An examination of the order of reference to the Com- Possibility 
mission will show that the practical issues involved do ^ito^ethS^ 
not necessarily require a precise apportionment of the the use of 
extent to which either gold or silver may have appreciated the terms 
or depreciated. The question of practical interest is tion»^»^and 
whether the changes in the relative values of the precious ^^deprecia- 
metals are causing serious evils, and whether it is pos- tion^'ofthe 
sible to remove these evils without causing other evils 
equally great. The question of the appreciation of gold 
or depreciation of silver is really subsidiary to this main 
issue. If it can be shown that the changes in the relative 
value of the precious metals are causing serious evils, 
and that it is possible to remove these evils without cans- 
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ing other evils equally great, it will be just as desirable 
to do so, whether we hold that gold has appreciated and 
silver depreciated, or come to the conclusion that silver 
has appreciated and gold depreciated. 

7. I propose, therefore, to invert to some extent the 
order of the reference, and to consider in the first place 
what evils (if any) the changes in the relative values of 
the precious metals are causing, and whether it is desir- 
able to attempt to remove them. I shall entirely avoid 
the use of the terms appreciation of gold and depreciation 
of silver, unless when referring to arguments in which 
these phrases are used, and I shall deal with the facts 
which are alleged to indicate appreciation of gold or de- 
preciation of silver, simply as a portion of the evidence 
of the existence of evils arising from the alterations in 
the relative value of gold and silver. 

Acknowledged Evils caused by the Changes in the 
Relative Value of the Precious Metals, 

8. It is an evil of great magnitude that since 1873 the 
nations of the world should have been divided into two 
groups using different metallic standards, which in that 
time have altered nearly 30 per cent, in relative value. 
Every person in this country who had his capital in- 
vested in silver standard countries has, from his point of 
view, lost on an average two per cent, of his capital every 
year for the last 15 years. Every person residing in a 
silver standard country who had his capital invested in 
a gold-using country, finds that Rs. 1,000 so invested is 
now worth very nearly Rs. 1,430 ; a gain, from his point 
of view, of 43 per cent, in that time, or very nearly three 
per cent, per annum, over and above whatever the rate of 
interest on his investment may have been. 

9. Nor is it reasonably open to doubt that competing 
industries in the gold and silver countries respectively 
have been seriously affected by such a change. Adjust- 
ments of wages and fixed charges are no doubt continu- 
ally taking place, but adjustments corresponding to an 
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alteration of 30 per cent, in price can hardly have taken 
place with complete effect in so short a time, and where 
these adjustments take the form of a fall in wages they 
are necessarily attended with friction, loss, and incon- 
venience. 

10. So marked a change in the relative value of the two impediment 
standards in the short space of 15 years necessarily pro- 
duces a feeling of uncertainty as regards the future, and 
those who have capital to invest must seriously consider 
the relative advantages of investment in gold standard 
and silver standard countries. This argument applies not 
merely to investments at a fixed rate of interest, but to 
investments for profit in industrial enterprises. 

The excess rate of profit in industrial enterprises con- 
ducted on a silver basis must be sufficient to balance the 
prospect of a loss of capital from a fall in the relative 
value of silver, and an exaggerated estimate of the proba- 
bility of such loss, and of its amount, would doubtless 
be taken by many, if not most investors. I do not hold 
the extreme view that there would have been no fall in 
the rate of interest and no reduction in the rate of profit 
in industrial enterprises in gold-standard countries if 
there had been no currency changes, and no divergence 
in the relative value of gold and silver, for there have 
obviously been other causes at work which would, in any 
case, have produced a material effect in this direction. On 
the other hand, I see no reason to doubt that the un- 
certainty as to the future relative value of the two stand- 
ards, and the prospect of a fall in silver relatively to 
gold, have checked the flow of capital to silver-standard 
countries, and caused it to be retained in gold-standard 
countries more largely than it otherwise would have been, 
and that both the rate of fixed interest and the rate of 
profit in industrial enterprises are lower in gold countries 
and higher in silver countries than they would have been 
if there had been a common standard. These are the re- 
sults which would naturally flow from such a state of 
things, and the actual facts, so far as we are acquainted 
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with them, confirm the conclusions based on what may be 
called theoretical considerations. 

11. Before passing from this portion of the question 
it is desirable to call attention to the eifect which the 
alteration in the relative value of the precious metals has 
had on the value of the savings of those nations whose 
accumulations of wealth largely take the form of hoards 
of the precious metals. 

The native of India who put away Es. 1,000 in silver in 
1873 now finds it worth exactly Es. 1,000 ; but the native 
of India who hoarded Es. 1,000 in gold in 1873 now finds 
his hoard worth about Es. 1,430. 

The hoard of each has been equally safe, but the one 
has made a gain of 43 per cent, as compared with the 
other. This fact has a special bearing on the possible re- 
sults of any further steps in discarding silver as standard 
money. 

The alteration in the relative value of silver, hitherto, 
has been gradual and unforeseen. Every rise in the silver 
price of the metal gold acted for the time as a check on 
purchases of that metal, but attention has now been di- 
rected to the question of the relative value of the precious 
metals, and every step towards the further demonetisa- 
tion of silver would have an exaggerated importance at- 
tached to it. 

If the opinion prevailed in the East that the gold price 
of silver would fall another 30 per cent, during the next 
15 years, an impulse would be given to the hoarding and 
accumulation of gold in preference to silver, and to the 
withdrawal of capital from silver countries, which might 
have very serious results. 

12. The fiuctuations in the relative value of gold and 
silver are also a distinct hindrance to trade between gold 
and silver using countries, but on this point I do not de- 
sire to add anything to what is contained in Part II. of 
the Eeport. 

13. The fall in the relative value of silver has most in- 
juriously affected the financial position of the Govern- 
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ment of India. Taking the average price of silver at 60%e?. 
per standard ounce in former times, and its present price 
at 4:2d, per ounce, the increase in the number of rupees 
required to meet a fixed gold obligation is very nearly 45 
per cent. In other words, a fixed charge which could 
formerly have been met by the expenditure of 1,000,000 
of rupees, now requires the expenditure of no less than 
1,450,000 rupees. 

This change not merely imposes a burden on the Indian 
finances at the present time, but the uncertainty as re- 
gards the future exercises a paralysing influence. If no 
remedy can be devised, the only safe course will be for 
the Indian Government to avoid as far as possible con- 
tracting any new obligations payable in gold, and for 
India to depend more and more upon her own resources 
of all kinds and those of other silver-using countries, and 
even this policy may, in the case of the occurrence of 
events which are not beyond the range of probability, fail 
to avert political and economic dangers of a very serious 
character. 

14. Nor can Great Britain divest herself of her re- BeBponsi- 
sponsibility in this matter by allowing the Indian Govern- Britain 
ment to act as it may think best. The Government of for these 
India is only another name for the agency whereby the difficulties, 
administration of the Indian Empire is carried on by 
this country; the gold obligations which now constitute 
the difficulty of the Indian Government were incurred with 
the knowledge and approval of the English Government, 
and are very largely due to the connexion between the 
two countries; the original impulse towards the mono- 
metallic gold standard, from which have sprung the exist- 
ing currency difficulties, was given by England in 1816 ; 
it was strengthened by her suggestion, in connexion with 
the International Monetary Conference of 1867, that 
Prance should adopt the single gold standard; and the 
interests of England and India are now so intimately con- 
nected that they cannot be separated in a question of this 
kind. 

If Great Britain cannot, with reference to her own posi- 
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tion and interests, take such steps as will relieve India 
from the existing currency difficulties, justice requires 
that in deciding on any measure which India may be in 
a position to adopt in connexion with the settlement of 
the question the interests of India alone should be con- 
sidered, but this course will neither relieve Great Britain 
from her responsibility in the matter, nor protect her 
from the consequences, direct and indirect, of further 
currency changes, or of changes in policy on the part of 
the Indian Government rendered necessary by existing 
financial diffculties. 

Effect of the Alteration in the Relative Value of Gold 
and Silver on Prices measured in Gold. 

15. Gold and silver having altered in relative value, 
it follows that there must be a corresponding alteration 
in the actual gold and silver prices of articles interchanged 
between countries using these metals as standards of 
value, subject of course to such modifications as may have 
been caused by alterations in the cost of transport of 
different commodities between the two groups of coun- 
tries. 

So much is beyond question, but theory does not require 
us to believe that there is necessarily an immediate and 
corresponding alteration in the prices of articles not so 
interchanged, or in wages paid in gold and silver coun- 
tries, and as experience does not show that any such 
change takes place at once, and to the full extent, it should 
not be assumed that this is the case. 

The question, so far as concerns countries using the gold 
standard, which we must now attempt to decide, is this : — 

How far have the alterations in the relative value of 
gold and silver been attended with a change in gold prices 
and wages in the direction of a fall? Would any of this 
fall have been prevented if no currency changes had been 
made, and would such prevention have been a gain or 
the reverse? 

16. The prices to which we should look in the first in- 
stance in dealing with this problem are those of the ar- 
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tides which are interchanged between the gold and silver 
countries, and they are practically all the main articles of 
international trade. It is in the prices of these articles 
that the full effect of the alteration in the relative value 
of gold and silver must disclose itself at once, and it is 
through them that a connexion is established between the 
scales of wages, and of prices of articles locally produced 
and consumed, in different countries. 

As to the course of gold and silver prices of these 
articles in recent years there is no room for doubt. The 
alteration in prices corresponding with the altered value 
of gold and silver has affected gold prices and not silver 
prices ; the latter prices appear to have fallen rather than 
risen. The facts are so obvious and have been so fully 
set forth as to make it unnecessary to repeat the statistics 
which prove them. 

17. As regards articles of minor importance, locally 
produced and consumed, and which do not to any con- 
siderable extent enter into the international trade of the 
world, our information is much less complete. 

On the whole there would appear to be a tendency to a 
fall in such prices in this country. There is very little 
evidence as to the prices of similar articles in countries 
using the silver standard, but such evidence as is forth- 
coming does not show any marked tendency towards a 
rise in prices. 

18. Statistics of wages are difficult to collect and com- 
bine, and those which exist are very defective. In this 
country there is distinct evidence of a fall in wages, but 
the fall has not affected all industries in the same propor- 
tion. It has been said that in some countries using the 
gold standard there has been no fall in wages, but, so 
far as the evidence before the Commission goes, there is 
no proof either on one side or the other. In India, which 
may be taken as the best example of a silver-using coun- 
try, there would appear to be a decided tendency towards 
a rise in the wages of some kinds of skilled labour, but 
not much change in the wages of unskilled labour, and 
the increase in railways and mills in that country would 
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naturally be attended with an increased demand for 
skilled labour. 

Alleged Causes of the General Fall in Gold Prices 
and of the Divergence in the Relative Value 
of Gold and Silver. 

19. I have stated briefly the facts (very imperfect), so 
far as information is available, regarding the course of 
wages and prices as measured in gold and silver respec- 
tively in recent years, and it will now be convenient to 
notice some of the explanations that have been given of 
the influences which have caused gold prices to fall and 
gold and silver to diverge in relative value, and to con- 
sider how far these explanations are consistent with ascer- 
tained facts. 

20. Before doing so I wish to call attention to certain 
very common errors and prepossessions which are liable 
to influence, unconsciously, the reasoning of those who 
deal with questions connected with the currency. 

It should be borne in mind in the first place that there 
never was, and never can be, such a thing as a fixed and 
invariable standard of value which will measure any quan- 
tity of wealth in the same way and with the same accuracy 
as the yard measure will measure length ; and in the next 
place that the pound sterling is a certain weight of a 
metal called gold, and that gold is a commodity, and liable 
to vary in value according to the law of supply and de- 
mand, like all other commodities. 

It should also be recollected that every one using any 
commodity as the standard of value treats it in practice 
as absolutely fixed in value, and measures all variations 
in the relative value of other commodities by means of 
it, and that consequently the impression gradually grows 
up that the standard of value is in reality as invariable 
as it seems to be. That no standard of value is, in this 
sense, invariable, is easily seen by contrasting the fluctua- 
tions in the relative value of any two articles used inde- 
pendently as standards of value. The alteration in the 
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relative value of the gold and silver standards in recent 
years is a case in point. 

21. A jury of Englishmen, drawn from the ranks of 
men engaged in practical business, would almost irresist- 
ibly be led to the conclusion that gold had been perfectly 
stable in value in recent years, and that silver had fallen 
in value, and they would be able to give plausible reasons 
for holding that opinion. 

A jury of Chinamen, or natives of India, would have an 
equally strong bias in the other direction, and would have 
just as little hesitation in declaring that it was a matter 
falling within their daily experience as practical men of 
business, that silver had remained steady in value, and 
that the change was in gold ; nor would they experience 
any difficulty in asserting equally plausible reasons for 
this opinion. 

It is this prepossession which leads so many men of 
practical experience in financial matters to hold opinions 
which involve the assumption that the supply of, and 
demand for, gold have really no effect on the value of 
that metal. If more gold is produced it is absorbed into 
a vast ocean of circulating medium without producing 
any perceptible effect ; if less gold is produced, and if the 
demand for gold increases, the deficiency is at once made 
up by an expansion of credit. In short, they appear to 
believe that by an accidental and unregulated combina- 
tion of the metal gold, and of credit in its innumerable 
forms, which expands or contracts according to subtle 
influences operating on the human mind, we have obtained 
a measure of value which is as perfect in its way as the 
yard or inch, though nothing is more certain than that 
such a measure of value can exist only in the imagination. 

22. When the gold price of silver began to fall, the First theory, 
opinion was very generally entertained that the fall was inthe^goia^^ 
due to increased production of silver. It was argued that price of silver 
silver would flow in increasing quantities to the silver- would be foi- 
using countries, and that prices and wages would rise in 

those countries. Attention was called as early as 1876, prices. 
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by the Government of India, to the fact that it was gold 
prices that were falling, and not silver prices that were 
rising, and the experience acquired since that year has 
conclusively shown that the fall in the gold price of silver 
has been accompanied by a great fall in gold prices and 
not by a rise in silver prices. 

It has lately been said that the explanation was incom- 
plete, and not positively erroneous; that simultaneously 
with the great production of silver, there was a great 
lowering of the real cost of producing commodities ; that 
gold prices have fallen from this cause, and that the fall 
in silver prices, which would have taken place from a 
lowering of the cost of production of commodities, has 
been balanced by the increased production of silver. 

It can be shown that the facts relating to the supply 
of, and demand for, the precious metals lend no support 
to this theory. 

23. In 1881-85, as compared with 1866-70, the produc- 
tion of gold fell off by about 6,000,000/. sterling yearly, 
while the production of silver only increased by about 

12.000. 000/. sterling yearly (valuing silver at the ratio of 
1 to 151/^). Why should an increase of 12,000,000/. yearly 
depreciate the silver standard by about 22 per cent., when 
a decrease in the production of gold by 6,000,000/. yearly 
had no effect on the gold standard? 

If we consider the increased demand for both gold and 
silver by the United States in recent years, we obtain 
very remarkable results. The figures given in para. 36 of 
Part I. show that the supply of new gold to the markets 
of the world outside the United States was less in 1881-85 
than in 1866-70, or even 1871-75, by no less than 

15.000. 000/. yearly; while the figures in para. 27 (^?) show 
that the excess yearly supply of silver in 1881-85 over 
the supply in 1866-70 was only about 5,300,000/., and 
there was practically no increase of supply in 1881-85 
as compared with 1871-75. 

Why should a reduction in the supply of gold to certain 
countries to the extent of 15,000,000/. sterling yearly not 
affect the value of gold in these countries, when an in- 



NOTE BY MB. BABBOUE. 301 

crease in the supply of silver by 5,300,000^. yearly has 
so marked an effect on the value of that metal? 

It cannot reasonably be argued that a falling off of 63 
per cent, in the supply of gold to certain countries had 
no etfect on the value of gold in these countries, while 
the maintenance of the same average supply of silver to 
India lowered the value of the standard of that country 
by 22 per cent. 

24. The argument that the divergence in the relative 
value of gold to silver is not due simply, or mainly, to 
increased supply of silver relatively to the demand for 
that metal, is strengthened when we consider the altera- 
tions in recent years in the respective demand for the 
two metals. 

Wherever, outside the United States, gold has been 
substituted for silver, the increased demand for gold 
should equal the reduced demand for silver. In addition, 
gold has been substituted for paper to some extent, and 
the fact that a large quantity of silver coin is now over- 
valued, and not available for international purposes, as 
well as other causes, has led to considerable accumulations 
of gold in certain countries over and above what would 
in other circumstances have been thought necessary. 

Another important factor in the question is the ap- 
parent growth of the demand for gold for non-monetary 
purposes. On this point I cannot do better than quote the 
words of Dr. Soetbeer. 

“I have already ventured upon the attempt to make 
an approximate estimate of the application of the pre- 
cious metals to industrial purposes in the civilised coun- 
tries, taking an average of the last few years, of course 
allowing a large margin for error. 

‘‘I have again brought them forward because there are 
applications of the metals which were then either par- 
tially or wholly unknown to me, and which might lead to 
an alteration of the estimate. However considerable the 
colossal sum of gold annually applied to ornamental and 
other industrial purposes may at first sight appear, all 
doubt of the probable truth of the estimate will disappear 
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when we consider how enormously the demand for gold 
articles and for manufactured gold goods has arisen, 
owing to increase of population and prosperity. 

‘‘In silver, unfortunately, no such additional demand 
for industrial purposes has been hitherto noticeable.’’ 

It is worthy of notice that while the total yearly supply 
of new gold to countries outside the United States ap- 
pears from the figures given in paragraph 36 of Part I. 
to have been only 9,672,000Z. in recent years, Dr. Soetbeer 
estimates the consumption of new gold for industrial pur- 
poses in the same countries at 70,500 kilos, yearly, or 
about 9,835,000Z. sterling. 

It follows from these figures that the total supply of 
monetary gold in civilised countries outside the United 
States in very recent years must actually have been 
diminishing by the quantity necessary to make up the 
amount by which the supply of new gold fell short of the 
quantity used for industrial purposes and absorbed in the 
less advanced countries. 

25. In face of the facts just stated there appears to 
be no good ground for the contention that gold prices 
have fallen (say) 28 per cent., simply from altered cost 
of production of commodities, and that silver prices have 
not fallen 28 per cent., owing to the influence exerted on 
them by the increased production of silver and reduced 
demand for it. 

A fall in the gold price of silver amounting to 28 per 
cent., assuming the gold prices of commodities to remain 
stationary, would necessitate a rise in silver prices of 
no less than 39 per cent. To believe that the alterations in 
the demand for, and supply of, the precious metals just 
referred to, have not affected gold prices in any degree, 
and have exercised an influence on silver prices corre- 
sponding to that which would be required to raise them 
39 per cent., is practically to suspend the operation of the 
law of demand and supply in the case of one of the 
precious metals, while holding that it applies in full force 
to the other. No satisfactory reason can be shown for 
making such a distinction between the laws affecting the 
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value of gold and those affecting the value of silver, and 
this contention appears to be due to that prepossession 
in favour of the stability of the standard of value which 
we are accustomed to use to which I have already referred. 

26. The following figures are not without interest in 
connexion with this portion of the question : — 


Period. 

Average Yearly 
net Imports of 
Gold into England. 

Average Yearly 
net Imports of 

Silver into India. 


£ 

£ 

1858-60 

3,795,000* 

10,300,000t 

1861-70 

5,546,000* 

9,700, OOOt 

1871-76 

3,345,000* 

2,800, OOOt 

1877-80 

•^lyiOOfiOO 

8,400,000 1 

1881-85 

— 4G8fiOO 

6, 100, OOOt 


* Financial years. 

t Ten rupees taken as equivalent to one pound sterling. 


I do not know how it can reasonably be contended that 
the Indian standard in 1885 was depreciated to the extent 
of 25 per cent, as compared with the years 1858 to 1870 
by an excess supply of silver, when the supply of silver 
was one-third less in the latter than in the former period, 
and that at the same time the English standard was 
wholly unaffected, although the supply of new gold actual- 
ly ceased for a time, and more gold was exported than 
imported. The accuracy of the English figures of the im- 
port and export of gold is no doubt open to question, but 
I do not think it can seriously be questioned that the supply 
of new gold to England has materially fallen off in recent 
years. 

27. As the statistics of the demand for, and supply of, 
the precious metals, show that the influences tending to 
raise the value of gold have been of greater magnitude 
than those tending to lower the value of silver, an attempt 
has been made to show that credit and expedients for 
economising gold have counteracted the effects of the un- 
doubted increase of demand for gold and reduction in 
supply. 
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Credit is a term of wide and indefinite meaning, and 
appears to include a number of things differing in them- 
selves and in their effects on prices, or the relation of 
exchange of the standard commodity for other commodi- 
ties. 

It is conceivable that a system of credit might effect 
an economy of gold; might enable 500,000 sovereigns to 
do work which formerly required 1,000,000 sovereigns. So 
far its influence would be exerted in the direction of lower- 
ing the value of gold and so increasing prices, by practi- 
cally increasing the supply of that metal. 

It is also not merely possible but probable that at cer- 
tain times a great extension of what is called the credit 
merely indicates the springing up of a new class of busi- 
ness for which credit is required, and an extension of 
credit of this nature could not have any direct effect on 
the value of gold. 

A great extension of credit in a poor and backward 
country might have the effect of enabling men of enter- 
prise to obtain a supply of capital, and might in this way 
increase the quantity of commodities produced, and so 
have a material effect in the direction of reducing the 
prices of certain articles. The increase of wealth which 
would accompany this increase of commodities might in 
turn increase the demand for gold, and thus have a 
further effect in lowering prices. It would obviously be 
impossible in such cases to analyse the resultant altera- 
tion in prices, and say how much of it was due — 

( 1 ) To positive economy of gold ; 

(2) To increase in the quantity of commodities ; 

(3) To increased demand for gold. 

28. It has been urged that there have actually been 
such increases in the economies of gold in recent years 
as to counterbalance the special demands for that metal 
and the falling off in supply. I can only say that, so far 
as I can form a judgment on the question, this fact has 
not been proved, and that, on the whole, there does not 
appear to be any evidence in support of it in which con- 
fidence can be placed. Even assuming that there has been 
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a great extension of the banking system on the Continent 
in recent years, there is not a particle of evidence to show 
that such extension has done more than, or even so much 
as, cover the increase of that class of business in which 
credit is ordinarily employed. 

In December 1873 the note circulation of the Bank of 
France amounted to 2,886,300,000 francs, while the total 
amount of gold in the bank was only 611,300,000 francs. 
In June 1886 the note circulation was almost the same 
(2,828,308,470 francs), while the gold reserve was 
1,377,367,074 francs, showing an increase in the use of 
gold of over 30,000,000Z. sterling. If we included the in- 
crease in the metallic reserve in the form of silver coins 
(equivalent in France to gold) the total additional demand 
would be more than 69,000,000L 

I can find no evidence of any economy of gold in recent 
years which would in any appreciable degree balance so 
great an increase in demand. 

29. Stress has also been laid on the economy in the use 
of gold effected by the extension of railways and tele- 
graphs. That some economy is effected in this way cannot 
be doubted, but it is impossible to show the amount of 
the economy, and it is probable that the increase in wealth 
due to the construction of telegraphs and railways, and 
the stimulus to the exchange of commodities between dif- 
ferent regions to which they give rise, more than counter- 
balance the economies. The case of the United States in 
recent years affords a striking example of the futility of 
attempting to argue that the extension of credit and the 
construction of railways and telegraphs necessarily effect 
any considerable economy in the use of gold. It is stated 
by the Hon, David A. Wells that ‘‘there has been during 
“the last 15 years a great development in the United 
“States in the use of cheques, bank credits, and bills of 
“exchange, and other instrumentalities whereby the use 
“of precious metals is economised.’’ And we know that si- 
multaneously there has been a marvellous extension of 
railways and telegraphs. 

These changes are put forward as the great causes of 
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economy in the use of gold, and yet we find that simulta- 
neously the demand for, and absorption of, gold by the 
United States has very greatly exceeded that of any other 
country. 

30. It is hardly necessary to examine the alleged in- 
stances of the economies of gold in this country, based 
on such facts as the great extension of the use of postal 
notes and cheques for small amounts. In neither case is 
any attempt made to estimate the actual amount of the 
economies of gold, and in the case of postal notes it can 
be shown that the economies are, at best, comparatively 
trifling. In the case of cheques for small amounts, there 
has probably been some economy ; but there is little reason 
to suppose that its amount is considerable, or sufficient 
to meet the increase in the demand for gold, which na- 
turally follows an increase of wealth and population. It 
is probable that the increase in the number of cheques 
for small amounts arises, to some extent, from a change 
in the mode of business, due to the habit of paying at 
once instead of running up bills. 

31. I understand, however, from § 50 of Part II., that 
the theory of the fall in the value of silver owing to the 
mere increase in the quantity of silver produced is practi- 
cally abandoned, and that the fall in the value of silver 
is ascribed according to one theory to the increase in 
quantity plus sentimental considerations which acted on 
the value of silver when it ceased to be freely coined into 
money in the West, and according to another theory to 
the increase in quantity coinciding with a great cheapen- 
ing of English goods and an increase of the international 
indebtedness of the countries which chiefly absorb silver, 
and especially of India. 

These theories are contained in §§ 51-67 of Part II., 
and the following is as correct a summary as I am able 
to make. 

Gold prices have fallen on account of the increased or 
cheaper production of commodities. Other things being 
equal, silver prices would have fallen to the same extent. 
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but it so happened that simultaneously silver became a 
mere commodity in the West and in the United States. 
Apprehensions were entertained regarding its future; 
sentimental considerations play a great part in determin- 
ing market prices ; a depressed market, in the absence of 
some new stimulus, generally tends to further depression, 
and consequently a direct effect was produced on silver 
in excess of what might reasonably be anticipated from 
a consideration of alterations in its supply and monetary 
use only. 

The case of gold was different. There is no great cen- 
tral market where gold is disposed of by sale, where the 
daily quotations of price influence men’s minds. Conse- 
quently, assuming the alterations in the supply and use 
of the two metals to be of equal potency, a greater de- 
preciation of silver might be manifested than of gold. 

The second theory is that, simultaneously with the great Theory that 
and general reduction in cost of production which is said ommoli- 
to have occurred, there was an increased production of ties balanced 
silver to the extent of 10,000,000L yearly. This was pri- cheapening 
marily an addition to the markets of the civilised world. ^haUhT 
In this portion of the world there was a stock of about growing in- 
392, 000,000^. worth of silver coins, but the whole of this debtednessof 
amount was maintained at an artificial value, with the J^^emanr^ 
exception of about 82,500, 000^. Consequently, the addition for silver, 
of 10,000, OOOZ. yearly to a stock of only 82,500,000^. had 
a great effect on the value of silver, and silver fell largely 
in value in the markets of the civilised world. 

The East, and India especially, is the great absorber of 
silver, and under ordinary circumstances this silver would 
have flowed to the East and raised wages and prices ; but 
simultaneously there was a great and general cheapening 
of production, leading to a fall in gold prices, so that the 
fall in gold prices balanced the profit to be derived from 
exporting the cheap silver and importing Eastern goods, 
and consequently there was no increase of demand for 
silver. There has also been a growing balance of indebted- 
ness against India which helped to reduce the demand for 
silver in that country. 
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32. The preliminary objection to this method of deal- 
ing with the question is that gold and silver have not 
been treated alike. Causes have been shown to exist which 
would tend to cause a fall in the prices of certain com- 
modities, whether measured in gold or silver, and it has 
been assumed (not proved) that these causes were suffi- 
cient to balance the effect of any influences which may 
have tended to cause a rise in prices, and, in addition, 
to cause the whole, or nearly the whole, of the fall in 
gold prices which has actually taken place. The fall in 
gold prices having been explained by this means it be- 
came necessary to account for the absence of so great a 
fall in silver prices, and theories have been devised for 
this purpose, which appear to me to be far-fetched and 
insufficient. 

I venture to think that it is not possible to test varia- 
tions in the standard of value by examination of the prices 
of particular commodities, and that to whatever standard 
this method is applied the result will always be the same, 
namely, that alterations in price will appear to have been 
produced entirely by causes affecting commodities. On 
this point I can quote the opinion of an economist (Pro- 
fessor Jevons) who devoted much time and labour to this 
subject. 

‘‘Not a few able writers, including Professor T. C. 
Leslie, who lately addressed you on the subject, are ac- 
customed to throw doubt upon all such conclusions, by 
remarking that until we have allowed for all the par- 
ticular causes that may have elevated or depressed the 
price of each commodity we cannot be sure that gold is 
affected. Were a complete explanation of each fluctuation 
thus necessary, not only would all inquiry into this sub- 
ject be hopeless, but the whole of the statistical and social 
sciences, so far as they depend upon numerical facts, 
would have to be abandoned. It has been abundantly 
shown by Quetelet and others that many subjects of this 
nature are so hopelessly intricate that we can only attack 
them by the use of averages and by trusting to proba- 
bilities. The price of any one commodity, even silver. 
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utterly fails as a measure of the value of gold, because 
it is sure to be affected by numerous conflicting causes of 
rise and fall, no one of which we can accurately estimate. 
Even the intimate knowledge which a merchant gains of 
the commodity in which he deals is insufiScient to enable 
him to explain, still less to predict, the changes in its price 
with confidence.’’ 

33. It is probable that this inability to detect an altera- 
tion in the standard by examining the causes of the 
changes in price of commodities largely arises from the 
fact that we are accustomed to measure the demand for 
a commodity by the price which people are willing to give 
for it, and that the increase or decrease in the value of 
the standard appears to us to be simply a decrease or in- 
crease in the demand for commodities. If the price of an 
article rises, the supply remaining the same, it is usual 
to say that the change is due to increased demand. The 
increased demand may be due to the fact that people 
have a stronger desire for the commodity, or that they 
have more of other things to give for it, or that, the value 
of money having fallen and the real demand (that is, 
desire to possess and supply of commodities to give in 
exchange) remaining the same, the nominal demand, or 
demand measured in money, has increased. Consequently, 
every alteration in the value of the standard assumes the 
form, in practical business, of an increase or decrease in 
the demand for commodities relatively to the supply, us- 
ing the word ‘‘demand” with the meaning which is ordi- 
narily attached to it. 

There is one way, however, in which the soundness of 
this method of testing variations in the standard can be 
verified. Let the same test be applied with equal care to 
both gold prices and silver prices in the gold-using and 
silver-using countries respectively. If it can be shown 
that gold prices are just what changes affecting commodi- 
ties would make them, and that silver prices are just 39 
per cent, higher than what they ought to be, having regard 
only to changes affecting commodities, the depreciation 
of silver to the extent of 28 per cent, will have been 
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proved, and the correctness of the method vindicated. 
Until this is done, the argument that silver must have 
depreciated because gold prices, or certain gold prices, 
appear to have fallen from the supply increasing more 
rapidly than the demand, is without force. 

34. Eeferring to the first theory, it seems open to doubt 
whether prices in the great markets of the world, such 
as those in which silver is bought and sold, are determined 
by what may be called sentimental considerations except 
for comparatively short periods. The price of silver is no 
doubt fixed from time to time by the buyers and sellers 
in the markets of the gold-using countries, and their minds 
are liable to be influenced by what may be called senti- 
mental considerations, but, if these considerations lead 
them to fix a price which is either higher or lower than 
the economic conditions will justify, a force is immediate- 
ly brought into play which tends to redress the error. If 
the London market were to fix the price of wheat to- 
morrow at 205. a quarter, from sentimental reasons, a 
force would come into play which would very quickly 
cause the price to rise. If, on the other hand, sentimental 
considerations led to the price being fixed at 605. a quarter, 
there would be such an increase of supply that an im- 
mediate fall would be produced. Local markets, no doubt, 
take their prices, to a very large extent, from the central 
markets, but there is no ground for supposing that a cen- 
tral market can permanently impose on other markets 
a scale of price which is inconsistent with the existing 
economic influences. 

Nor does there appear to be any ground on which it can 
justly be said that a depressed market, in the absence of 
any new stimulus, generally tends to further depression. 
On the contrary, a depressed market, in the absence of 
any new and special cause of depression, always tends to 
a recovery from depression. This must be so, unless it be 
the case that a fall in value neither tends to increase con- 
sumption nor to diminish production. 

London does not produce silver, and consumes com- 
paratively little, and it is not reasonable to assume that 
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sentimental considerations acting on the minds of the 
buyers and sellers of silver, in London or in any other 
city or country in the West, can have depreciated the 
monetary standard of such countries as India or China 
by 30 per cent. 

The position would be indeed serious if London, or the 
West generally, possessed the power which is ascribed to 
it. How could a country, however rich or powerful, pro- 
tect its standard of value against so subtle an influence? 
If this theory were correct, sentimental considerations 
acting on the minds of persons who neither produce nor 
consume silver, and who merely act as middlemen between 
the producer and the consumer, might seriously depre- 
ciate the monetary standard of a whole continent. 

35. Turning to the second theory, I venture to think 
that there is no ground for the assumption that the value 
of silver is primarily determined in the markets of Europe 
and America by a comparison of the quantity of silver 
offered for sale with the quantity of silver in those coun- 
tries in the form of coin of full weight to which it may 
be added. The demand of the East is the chief demand for 
silver, and silver is continually being shipped from 
Europe to the East, and from America to China. Can it 
be credited that in determining the price of silver in the 
first instance the chief source of demand is overlooked, 
and the value of silver fixed simply with reference to 
the supply and the less important demands for it? 

A minor, but important, objection is that in putting the 
increase in the supply of silver at 10,000,000Z. worth year- 
ly, the great increase of demand for silver in the United 
States has been overlooked. The figures given in § 27 
of Part I. show that the increase has not been 10,000, OOOZ. 
sterling, but 5,300,000^., rating silver at 1 to 15%, or about 
3,700,000Z. at the present sterling value of silver. 

Nor is it easy to see why the cheaper production of 
English goods should prevent silver from going to the 
East, as has been sometimes alleged, any more than the 
cheaper production of cotton goods should prevent hard- 
ware from going there. If the silver that was offered for 
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sale did not go to the East, where did it go, and where is 
it now? The East has taken all the silver that was offered, 
and must do so while its standard is silver. 

If the large imports of cheap Western goods have low- 
ered the value of silver there is a remedy which the silver- 
using countries can apply. They have only to impose 
protective import duties so as to shut out these cheap 
goods. I do not doubt that the sudden imposition of heavy 
import duties in the silver countries would for a time have 
the effect of increasing the demand for silver and raising 
its price, but would this be its permanent effect? Is it not 
the case that a measure of this sort ultimately diminishes 
exports just as much as it does imports? If so, protective 
duties would not permanently increase the demand for, 
and raise the value of, silver. 

36. With all deference to those who hold a different 
opinion, it appears to me that the explanation given in 
§ 60 of Part II., why silver has not gone to the East, is 
unsound. Commodities, it is said, have fallen in gold price 
from causes affecting commodities; silver has fallen in 
gold price in Europe from the same cause. If the only 
change had been the fall of silver in gold price the demand 
for the East would have absorbed large quantities of sil- 
ver, because it would have been profitable to export the 
cheap silver to the East and purchase Eastern commodi- 
ties and import them into Europe. But as commodities 
had fallen in gold price from causes affecting commodities 
there was no such profit to be made by the export of silver, 
because the reduced gold price exactly balanced the extra 
profit that would have been derived from the lowered 
value of silver. Consequently, silver fell in value without 
any considerable quantity of it being exported to the 
East. 

However ingenious this explanation may appear at first 
sight, it contains a fatal flaw. The fall in prices from in- 
creased production would have affected silver prices just 
as much as gold prices ; and the lower gold price for which 
the imported Eastern commodities sold, would have been 
exactly balanced by the lower silver price for which they 
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could have been purchased. If under such circumstances 
silver had also fallen relatively to gold, the profit to be 
made by exporting the cheaper silver would have been 
undiminished. The explanation in fact assumes (1) that 
the increased production of commodities would only af- 
fect gold prices and not silver prices, and (2) that silver 
prices were maintained 39 per cent, higher than they 
otherwise would have been by a not very great increase 
in the supply of silver which did not go to India, 

37. It is always a matter of extreme difficulty to draw 
up a correct statement of the balance of international ^pa^c^ect 
indebtedness, because it is not easy to ascertain what account of 
items should be shown on each side of the account, be- international 
cause the amount of some of these items can only be 
ascertained approximately, and because the value of other 
items is quite unknown. 

The first objection I take to the statement in § 66 is 
that it avowedly omits the following three items, the omis- 
sion of any one of which, as I hope to show, is sufficient 
to destroy the entire value of the argument : — 

3. Freights on exports, minus expenses incurred in 
India. 

4. Private remittances of money and securities from 
India. 

8. Private remittances of money and securities to 
India. 

They are said to be “probably unimportant as com- 
pared with the others, and there is no reason for think- 
ing that they would materially alter the balance.” 

It may be admitted that these items are small as com- 
pared with the total value of the exports or imports, hut o^^tedfrom 
they are not small as compared with the net result on the account 
which the question of indebtedness depends, and an error ^ section 
of two or three millions sterling, owing to the omission of to 

these items, might totally alter the aspect of the question destroy its 
of indebtedness. For example, India has exported more ^^lue. 
than 1,000,000 tons of wheat in a single year, the freight 
on which may be taken at 1,000, OOOL sterling, or say Rx. 

1,400,000. The freight payable on rice and seeds would 
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come to quite twice this amount, and there is besides, the 
freight payable on very many other articles. The omis- 
sion of freight alone vitiates the account by more than 
Ex. 5,000,000 yearly, an amount sufficient to entirely alter 
the character of the result. 

In reality, however, the omission of freight on exports 
has not vitiated the result to anything like this extent. 
Freight on exports has been wrongly shown as a liability 
of India, and the omission of this item in the account has 
merely redressed the error. India has been charged the 
freight on imports, because this freight is included in the 
valuation of the imports as landed in India, and she can- 
not fairly be charged wdth the freight on exports also. 
India should, however, have been credited with that por- 
tion of the expenditure in connexion with freight on ex- 
ports which was incurred in India. 

38. It is impossible to say what the amount of private 
remittances of money and securities may be in any year, 
but they vary from year to year, and may, between any 
two years, make a difference of several millions on one 
side of the account or the other, an amount quite suffi- 
cient to entirely alter the character of the result deduced 
from the figures. 

I may also point out that private remittances of securi- 
ties from India have been wrongly shown under liabilities 
of India, and private remittances of securities to India 
have been wrongly shown as a means of payment. The 
items ought to be transposed. If somebody in India sells 
an Indian security to somebody in England, the transac- 
tion counts in the international trade for the time being 
as an export from India, and therefore as a means of 
discharging an international liability. 

Although this error has been made in the text of § 66, 
the remittances of enfaced paper have been correctly 
dealt with in the actual account. A further explanation, 
however, is needed in regard to this matter. If an English- 
man in India saves money and invests it in Government 
paper, and on return to England has his Government 
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paper enf aced and brings it with him, the transaction does 
not affect the international account of the year either one 
way of the other. 

39. Another objection is, that the value of the exports 
and imports of merchandise cannot be ascertained exact- 
ly. If the export of merchandise happened to be over- 
stated in any year by only two per cent., and the imports 
understated in the same proportion, the error in the final 
result would be no less than Ex. 3,100,000, an amount suffi- 
cient to entirely alter its character. If the error was in the 
opposite direction in the next year, there would be an 
apparent difference in the international indebtedness of 
the two years of Ex. 6,200,000. 

The imports on Government account have also been 
wrongly included in the imports of merchandise. They are 
paid for by the India Council bills, and India cannot be 
made to pay for them twice ; first when they are imported 
as merchandise, and secondly, when bills are drawn for 
their value. The error arising from this cause alone was 
no less than Ex. 3,844,000 in 1885-86, Ex. 3,115,000 in 
1886-87, and Ex. 2,619,000 in 1887-88. 

40. Another source of error is that, in many years, a 
considerable amount of the imports (such as railway plant 
and machinery) really represents the investment of Eng- 
lish capital in India, is not paid for at the time, and 
consequently has no effect on the exchange of the year. Of 
course all investments of foreign capital affect the ex- 
change in subsequent years when profits or interest come 
to be remitted from India ; but such investments are gen- 
erally made in industries connected with the international 
trade, and, so far as they increase Indian exports, they 
counteract the tendency to a fall in the exchange, owing 
to the remittance of profits. It is quite possible, and even 
probable, that an investment of foreign capital in India 
might so increase the exports as to favourably influence 
the exchange. For example, if l,000,000z. sterling is in- 
vested in jute mills, and such investment increases the 
exports of India by 200,000Z. yearly, while only necessitat- 


Errors in the 
valuation of 
exports and 
imports 
sufficient to 
seriously 
affect the 
account. 


Error in 
connexion 
with the 
imports on 
Government 
account. 


Error in 
connexion 
with the 
investment 
of capital in 
India. 



Investments 
of foreign 
capital in 
India often 
affect the 
balance of 
indebtedness 
to the 
permanent 
advantage of 
India. 


Even if it 
could be 
shown that 
the balance 
of indebted- 
ness had 
been turning 
against India 
and other 
silver-using 
countries, 
this result 
would prove 
nothing. 


316 EOYAL COMMISSION ON GOLD AND SILVEB: 

ing the remittance of 50,000?. yearly on account of the 
profit, the international account has been altered in 
Indians favour to the extent of 150,000?. (200,000?. minus 
50,000?.), and the tendency is to raise, and not to lower, 
exchange. The investment of foreign capital in tea gar- 
dens in India is a case in point. The whole of the exports 
of tea from India are due to this cause, and the value of 
these exports is much more than sufficient to cover the 
remittance of profits, and pay for such articles of import 
as are required in the manufacture of tea. The interna- 
tional equation has consequently been altered to the ad- 
vantage of India, and not to her disadvantage, by these 
investments. 

41. Apart from this question of the untrustworthiness 
of the account of India’s international indebtedness as ac- 
tually made up, there is the further objection that, when 
two standards are altering in relative value, the balance 
of indebtedness always turns in favour of the country 
where the standard is relatively appreciating. Let us sup- 
pose that there are two countries which trade together 
and have different standards, and that after the relative 
value of the two standards has remained steady for a 
time, one of them begins to appreciate, and all prices 
measured in that standard begin to fall. The rate of ex- 
change having been fixed by the course of business will 
remain the same until an influence comes into operation 
which alters it. In the meantime the fall in the prices 
of articles imported into the country where the standard 
is appreciating cheeks such imports, while the fall in the 
prices of exports stimulates them. An unfavourable bal- 
ance of trade is thus created, and the two standards alter 
in relative value. An unfavourable balance of trade is the 
mode by which an alteration in the relative value of two 
independent standards shows itself, and proves absolute- 
ly nothing as to whether the cause of the alteration is in- 
crease in the value of the one standard or fall in the value 
of the other standard. 

I entirely agree with the remarks contained in §§ 63- 
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65 of Part IL, but wish to add that the relative scale of 
prices in two countries is the predominating influence in 
permanently determining the flow of bullion from one 
to the other, and it does so by acting on the balance of 
international indebtedness. I fully believe that if the sys- 
tem of double legal tender had been maintained, less sil- 
ver would have been exported to the East in recent years, 
but it does not follow that this result would have been 
due to a reduction of demand for silver in India. The 
distribution of the precious metals, when used as stand- 
ards of value, is determined by the relative demand of 
di:fferent countries. A cessation of the flow of silver to 
India, under a system of double legal tender, might indi- 
cate that the Western demand was stronger, and not that 
the Eastern demand was weaker. The general fall in 
prices, and the reduction in the supply of gold in Europe, 
appear to me to prove that the reduced supply of silver 
to the East, which would have occurred if the old system 
had been maintained, would have been due to an increase 
of demand in the West, rather than the falling off of the 
demand for the East. 

42. If an unfavourable balance of indebtedness was 
growing up against India simply because she had larger 
payments to make without receiving a direct commercial 
equivalent, such a state of things would check, not merely 
the import of silver into India, but the import of every 
commodity. Is it, then, the case that the exports of mer- 
chandise from England to India have grown less rapidly 
than exports from England to other silver-using coun- 
tries ? If this is not the case, the growing indebtedness of 
India cannot have specially checked imports into India, 
imports of silver included. 

Taking the three quinquennial periods from 1873 to 
1887, it will be found that English exports to India in- 
creased in value 14*1 per cent, in the second period, and 
in exactly the same proportion in the third period. 

Taking the other silver-using countries, China, Straits 
Settlements, Japan, Ceylon, Mauritius, Mexico, and Cen- 
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tral Americsa, the increase in the second period is only 
6*7 per cent., while there was an actual decrease of 2*8 
per cent, in the third period. 

If the exports from England to India have increased 
much more rapidly than the exports from England to 
other silver countries, it is clear that any special hin- 
drance to exports of all kinds (including silver) from Eng- 
land to India arising out of the drawings of the India 
Council must have been of comparatively minor impor- 
tance. 

43. It is commonly said that if one country has a pay- 
ment to make to another, the country which has the pay- 
ment to make trades at a disadvantage. The theory, as a 
theory, is unassailable. But in practice there are many 
more important factors which influence international 
trade, and, as has already been shown, if the payment 
is made on account of foreign capital judiciously invested, 
the net effect of the whole transaction may be to improve 
the relative position of the country which has the pay- 
ment to make. 

Payments, for which no direct commercial equivalent is 
received, are made in an increasing amount to England 
every year by foreign countries, and consequently the 
relative position of England in the international trade 
should, according to the theory just stated, be steadily 
improving, and England should be receiving an increas- 
ing quantity of foreign produce in exchange for her 
exports. Yet the facts since 1873 do not bear out this con- 
tention. If we take the price of a certain quantity of 
English exports in 1873 at lOOL, and the price of a certain 
quantity of English imports at the same figure, the prices 
of the same quantities in 1886 will be 621, and 69Z. re- 
spectively, according to Mr. Giffen's figures. 

We thus see that, if a certain quantity of English ex- 
ports exchanged for a certain quantity of imports in 
1873, the same quantity of exports would in 1886 have 
failed to exchange for the same quantity of imports in 
the proportion of 62 to 69. 
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In other words, goods for goods, England was making 
a worse bargain internationally in 1886 than in 1873 by 
11 per cent. 

It is true that in 1873 England was exchanging her ex- 
ports for foreign products on specially favourable terms, 
but the figures just given show that the question of the 
relative indebtedness of different nations is a compara- 
tively minor factor in determining the conditions of the 
international trade. 

44. There are no figures of equal authority which can No reason to 
be used in determining on what terms India is now trad- 

ing with other countries as compared with former times, making a 
but all the inquiries I have made point in the same direc- worse 
tion, namely, that a certain quantity of Indian produce tSXe did 
laid down at Calcutta or Bombay will at the present time before the 
exchange for a larger quantity of imported goods than drawings of 
it would have done in 1870 or 1873. The theory that India ^ 
is hampered in her foreign trade by the drawings of the increased. 
India Council appears, therefore, to be without founda- 
tion. That India would be wealthier if these drawings 
ceased, while India retained the advantages arising from 
the causes which have brought about the drawings, may 
certainly be admitted. That India would now be import- 
ing more goods of all kinds, including silver, if the causes 
which have led to the drawings of the India Council had 
never come into operation, is not merely unproved, but 
is absolutely opposed to the facts so far as they can be 
ascertained. 

45. It will be convenient to sum up the objections which Summary of 
I take to the explanation given of the fall in gold prices, ° 

and the alteration in the relative value of gold and silver. 

1. The method adopted for testing the variation in the 

standard by examining the causes for the rise or 

fall in price of particular commodities is unsound. 

2. It is misleading to apply it only to gold prices and 

not to silver prices. 

3. The theory that silver has fallen in value from senti- 

mental considerations rests on no good basis. 
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4. The theory that the cheapening of commodities pre- 

vented the cheap silver from being exported to the 
East is founded on the fallacy that increased pro- 
duction of commodities would affect gold prices, 
and would have no effect on silver prices. 

5. The account showing the growth of an unfavourable 

balance against India is untrustworthy. 

6. An alteration in the relative value of two standards 

is always attended with a growing balance of in- 
debtedness in favour of the country where prices 
are falling, and proves nothing as to the causes of 
the alteration in relative value of the two stand- 
ards. 

Index Numbers, — The Relation between Gold, Prices, 
and the Rate of Discount, 

46. There are other questions of great complexity con- 
nected with the currency question which I would gladly 
have avoided, but as they have been raised, and stress 
laid on the evidence which they are supposed to afford, I 
cannot avoid dealing with them. 

They are: — 

(1.) What value is to be attached to the evidence af- 
forded by what is known as the system of in- 
dex numbers? 

(2.) How does gold affect prices? 

(3.) Wliat is the relation between prices, the supply 
of gold, and the rate of discount? 

47. The evidence of the system of index numbers is to 
the effect that as regards commodities constituting a large 
and important section of the wealth of the world, the 
purchasing power of gold has, in recent years, materially 
increased. They also show that in regard to most, if not 
all, commodities included in this group, the purchasing 
power of gold has increased, though in very varying de- 
grees. They do not show that the average purchasing 
power of gold in respect to everything has increased, but 
this result may with some probability be inferred unless 
it can be shown that the rise in the value of gold in rela- 
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tion to the articles included in the various systems of 
index numbers is balanced by a fall in the value of gold 
in relation to other articles. This has not been done. 

48. Price is the relation of exchange between the stand- 
ard commodity and other commodities, and there does 
not appear to be any difficulty in holding that an increase 
or decrease in the standard commodity affects the ratio 
in which it exchanges for other things. It would, indeed, 
be very difficult to hold the contrary view. 

There is better ground for holding that an increase or 
decrease in the quantity of gold has less effect on prices 
than is sometimes supposed; it appears, however, to be 
quite possible that an injurious fall of prices, or rise in 
the value of gold, may take place in a country without a 
reduction in the total supply of gold to the world, and 
due simply to the increased demand for gold arising from 
an increase in the production of commodities in another 
country. In face of the fact that gold and silver have 
altered 30 per cent, in relative value in 15 years, and 
that gold and silver prices of articles interchanged be- 
tween the gold and silver countries have altered in a 
corresponding degree, it cannot reasonably be held that 
the standard has practically no effect on the rise or fall 
of prices. 

49. Arguments have been drawn from the low rate of 
discount in recent years to show that there can have been 
no ‘ ‘ scarcity of gold. ^ ’ The question of the connexion be- 
tween the supply of gold, the rate of discount, and prices, 
is probably the most difficult and obscure in all political 
economy, Wt this at least is certain, that there is no con- 
nexion between the permanent or average rate of discount 
and the purchasing power of gold. The contention, how- 
ever, is that gold exercises no influence on prices (in the 
more advanced countries) except through the rate of dis- 
count, and that as the rate of discount has been low and 
uniform in recent years there can have been no such 
scarcity of gold as to cause a fall in prices. 

The argument is, at first sight, plausible, but to estab- 
lish its soundness it would be necessary to show that the 
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rate of discount is necessarily high and fluctuating when 
the standard is rising in value, and low and uniform when 
the standard is falling in value. 

There have been many cases in which the standard was 
undoubtedly depreciated by an over-issue of inconvertible 
paper. There have been other instances where the reverse 
process took place, and a depreciated paper underwent 
relative appreciation by a return to specie payments. If 
the argument just referred to were sound, it should be 
possible to show that in the former class of cases the 
rate of discount was low and uniform, and in the latter 
class that it was high and fluctuating. This has not been 
done, and the ablest economists are, I believe, of opinion 
that it could not be done. Until the principle has been es- 
tablished by an appeal to undoubted facts the argument 
founded on a low and uniform rate of discount is without 
force. 

Nor can it be said that gold only acts on prices through 
an actual rise in the rate of discount. The apprehension 
of a rise may exercise a very potent influence on the mind. 

The theory that a general increase in the purchasing 
power of gold cannot take place without an actual 
scarcity of gold being experienced for purposes of busi- 
ness appears to be based on the assumption that in such 
cases the general average of prices would remain un- 
affected until it was suddenly discovered that there ac- 
tually was not enough gold to meet the demands for that 
metal. This assumption overlooks the fact that what we 
call the average of prices is made up of an indefinitely 
great number of transactions between intelligent beings, 
and that in each such transaction the prospects of the 
future are discounted, and the demands upon gold grad- 
ually and insensibly adjusted to the available supply. 

50. The value of gold may rise not merely because there 
is a reduction in the total quantity of gold, but because 
there is an increased demand for it. 

If there are three countries A, B, and C, of which A and 
B have the same, and C a different standard, and if from 
increase of wealth in A an economic influence comes into 



NOTE BY MB. BABBOUB. 


323 


play which causes a flow of the material of the standard 
from B to A, I see no reason why a fall should not occur 
in the first instance in the prices of certain articles in A, 
followed by a fall in prices in B; the final result might 
be a flow of (apparently) superfluous gold from B to A, 
and a rise in the value of gold in B, unattended by any 
cheaper or increased production of commodities in that 
country, or by any perceptible rise or rapid fluctuations in 
the rate of discount. 

The other country, C, having a different standard, 
would not be affected in the same way. The economic 
changes at work in A might tend to cause a flow of the 
commodity used as the standard from C to A, but such 
flow being rendered impossible by the difference in stand- 
ard, the result would be that the general level of prices in 
C would be unaffected, and trade between the two coun- 
tries would be adjusted by an alteration in the rate of 
exchange between A and C ; in other words, an alteration 
would disclose itself in the relative value of the standard 
of A and B on the one hand and C on the other, which 
might be correctly described as an increase in the value 
of the standard in A or B rather than as a fall in the 
value of the standard in C. 

Injurious Increase in the Value of Gold. 

51. I have made the preceding remarks on the influence 
of gold and credit on prices, and the connexion between 
gold, the rate of discount, and prices, with much unwilling- 
ness, for I cannot pretend to explain the subtle phenomena 
connected therewith. They are merely intended to show 
that the question of an injurious rise in the purchasing 
power of the standard cannot be decided by speculations 
of a hazardous character, regarding the connexion be- 
tween prices, gold, credit, and the rate of discount. The 
questions to be decided are not speculative but practical. 
Has the purchasing power of the standard in any country 
or countries increased? If so, has such increase been in- 
jurious, and could it have been avoided in whole or in 
part? 
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In the present state of our knowledge the question of 
an increase in the purchasing power of the standard can 
only be decided by an actual appeal to wages and prices. 

The further question, whether any portion of the fall 
could with advantage have been avoided, is one which 
must be decided on different considerations, and with ref- 
erence to the effects which may have attended the increase 
in the purchasing powers of the standard. 

52. Dealing with the question from a practical stand- 
point, what we find in this country is, — 

1. A great, and with some exceptions, a general fall in 

prices. 

2. Complaints of the burden of fixed charges, rents, 

royalties, railway freights, and so forth. 

3. A reduction in the rate of profit and of interest. 

4. A certain amount of want of employment. 

5. Considerable reductions in money wages in very 

many industries. 

6. A long-continued period of what is called ‘^depres- 

sion’’ in trade and industry. 

These facts indicate a state of affairs in which an in- 
crease in the value of gold, whatever the cause of such 
increase may be, has produced injurious results, and the 
reduction in the amount of income per head of popula- 
tion, assessed to the payment of income tax shown by the 
figures in Appendix B., coupled with the tendency to a 
fall in wages, appears to me conclusive on this point. It 
has been urged by more than one economist that in recent 
years influences have come into operation which have in- 
creased the share of the products of industry which falls 
to the wage-earning classes. Assuming this view to be 
correct, it would follow that, under ordinary conditions, 
their rates of money wages should have materially in- 
creased, and the fact that the^’^ have not done so and have 
even fallen in some degree, affords a strong confirmation 
of the view that there has been a general rise in the value 
of gold. 

53. If it had been possible to employ both gold and 
silver as standard money in the same manner in which 
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it was formerly possible to do so, the increase in the value 
of gold would have been lessened, and beneficial results 
would have followed unless the change in the direction of 
lowering the value of gold would have been so great as to 
produce injurious consequences of an opposite character. 

The question of the actual amount of good which would 
have been done by the maintenance of the old system ap- 
pears to be one on which it is impossible to arrive at any 
precise conclusion, but it is a noteworthy fact that the 
periods of heavy fall in gold prices, and of a fall in the 
income per head of population assessed to the payment 
of income tax, coincide in a remarkable manner with the 
periods of heavy fall in the gold price of silver, as is shown 
in Appendix B. to this note. It is, fortunately, much more 
easy to decide whether the maintenance of the old system 
would have led to an injurious fall in the value of gold. In 
the first place, it will be observed that in silver-using coun- 
tries no evil results, so far as regards the working of the 
standard of value in use in those countries, appear to 
have followed the divergence in the relative value of gold 
and silver. Prices have not risen in any injurious degree 
or even to any perceptible extent, there are no complaints 
of the burden of fixed or customary payments ; there is ^ave been 
no decrease of employment leading to a lowering of wages, any risk of 
and though there may be some tendency to a rise in money injurious 
wages, yet it cannot be said that any injurious results are yaiurofgoid. 
flowing therefrom. The feeling of depression in trade has 
not been so great as in countries using the gold standard. 
Netherlands India, where the gold standard was adopted, 
has assuredly not gained by the change in comparison 
with the other Eastern countries which maintained the 
silver standard. 

If there is no reason to suppose that the maintenance 
of a purely silver standard in recent years has injured 
any country, except in so far as it may have had financial 
and commercial relations with the countries using the gold 
standard, it necessarily follows that the maintenance of 
the old system of double legal tender would not have pro- 
duced injurious results either in the countries that did 
so or in countries using the single gold standard. 
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54. Nor do the figures of the production of silver atford 
any ground for alarm. If the supply of gold to countries 
outside the United States has fallen off by 15,000,000Z. 
yearly, and the supply of silver to the same countries has 
only increased by 5,000,000L yearly, there is no reason to 
fear that an arrangement whereby the deficiency in the 
gold supply would have been counteracted to the extent 
of one-third of its amount by silver would have produced 
an injurious fall in the value of gold. Even if the higher 
gold price of silver had caused an increased production 
of that metal to the extent of 10,000,000L yearly, the addi- 
tional supply would not have done more than meet the 
reduction in the supply of gold. In the period from 1821 
to 1840 the annual average supply of both gold and silver 
amounted to about 7,200,000Z. yearly. In the period 1861-70 
the average yearly supply was about 37,400.000?., an in- 
crease of more than 30,000,000?. yearly. A similar increase 
in excess of the production of 1861-70 would bring the 
total production of the present time up to 67,400,000?. 
yearly, and as the production of gold is about 20,000,000?. 
yearly, the production of silver would have to increase 
to 47,000,000?. yearly to make up this total. There is no 
good ground for supposing that the total production of 
silver would increase to this figure even if the price of 
silver rose to 60%<^* per oz., or, if it did, that it could be 
maintained at that rate, and as the total stock of both 
gold and silver, as well as the total wealth of the world, 
is now much greater than in 1840, an increase of 
30,000,000?. yearly would in all probability produce a much 
less effect than at the time of the great gold discoveries. 

55. Summing up the conclusions to which these facts 
and arguments point, it may be said that there is every 
reason to believe that the maintenance of the old system 
of double legal tender would have been a gain to this coun- 
try by mitigating or preventing, in a greater or less de- 
gree, an injurious increase in the value of gold (from 
whatever cause it may have arisen), and there is no 
ground for supposing that it would have lowered the value 
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of gold to such an extent as to produce any injurious 
results. 

In the preceding arguments, and in the calculations on 
which they are based, I have assumed that the ratio of 
1 to 15% was preserved. If a system of double legal tender 
were adopted in the present day at, or near, the market 
ratio of gold and silver, an additional safeguard would be 
provided against any possible injurious lowering of the 
value of the standard, but there does not appear to be any 
good ground for apprehensions of this nature. 

Advantages which would have been gained by the 
Maintenance of the System of Double 
Legal Tender, 

56. It may then be said that if the old system of double 
legal tender had been maintained — 

1. A purely beneficial influence would have been exerted 

in the direction of preventing a rise in the value of 
gold. 

2. Trade between gold and silver using countries would 

have been facilitated. 

3. Industries in gold countries which compete with 

similar industries in silver countries would have 
been relieved from unfair, though temporary, 
causes of depression. 

4. There would have been no impediment, arising from 

currency causes, to the free employment of capital 
in countries where the return promised to be great- 
est. 

5. The financial difficulties of the Government of India, 

arising from an alteration in the relative value of 
the two standards, would have been prevented. 

It cannot be doubted that these gains would, in the 
aggregate, have been of great importance, and, as has 
been shown, they would not have been attended with any 
counterbalancing evil in the direction of an injurious de- 
preciation of the standard. 
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No Permanent and Satisfactory Solution of the Currency 
Question possible without the Adoption of the 
System of Double Legal Tender, 

57. The arguments in favour of a reversion to the old 
system, which are based on the possible dangers and diffi- 
culties of the future, are still stronger. 

We can state, with some attempt at accuracy, the evils 
which the abandonment of the system of double legal 
tender has actually produced up to the present date, but 
we cannot measure the magnitude of the evils which it 
may produce in the future. 

There must be some line of monetary policy which in 
the future will give the most satisfactory results, and it 
is that policy which we should attempt to discover. 

An obvious line of policy would be to demonetise silver 
as standard money everywhere, and to replace it by gold, 
but the experience of the last few years shows that this 
course would be attended with the most serious risks, and 
it hardly seems necessary to consider it as a possible solu- 
tion of the currency question. If this policy were inevita- 
ble the free coinage of silver by the Indian Mints should 
be stopped at once ; the greater the delay in doing so the 
greater the ultimate loss to India. This would be the first 
step, but what the final result would be it is impossible 
to conjecture. 

Another course would be to divide the nations of the 
world into gold-standard and silver-standard countries, 
and admit once for all that there must be two independent 
metallic standards in the world. A little reflection will 
show that the objections to this course are also insupera- 
ble. No satisfactory principle can be devised on which 
the division could be based. It has been suggested that 
gold should be used by wealthy nations and silver by poor 
ones, but it is difficult to suppose that the nations which 
it was proposed to stamp as “poor’’ would accept the 
classification, and it is quite certain that they would not 
promise to remain poor in order that the accuracy of the 
classification might remain unimpaired. On the contrary, 
the very fact that the nations using silver were to be con- 
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sidered ‘‘poor^^ might be a powerful inducement to a pro- 
gressive country to change from the silver to the gold 
standard. Nor is it quite certain that the relatively 
wealthy nations of to-day will always retain the same 
position. 

A third course would be an agreement that no nation impossible to 
should make any change in its currency arrangements 
in future. But an arrangement of this nature is easily seen 
to be impracticable. If gold prices and wages should in 
time fall so largely as to lead to the belief that gold was 
a very undesirable monetary standard, could a nation be 
blamed for attempting to escape from it ? If silver fell still 
more in value relatively to gold, could a country like India, 
which has intimate financial relations with Great Britain, 
be prevented from adopting the same standard as Great 
Britain? Would England and her dependencies which now 
use silver formally renounce for all time the hope of some 
day establishing a common standard? Could the United 
States be induced to continue to coin so many silver dol- 
lars every year, no matter what might happen ? 

France and other countries have a large amount of 
silver coins, the nominal value of which is now about 44 
per cent, in excess of the market value of the silver con- 
tained in them. The position must have been very nearly, 
if not quite, reached at which false coining in good silver 
will be so profitable as to lead to its being practised on 
an extensive scale. If false coining on a considerable scale 
took place, could France be prevented from withdrawing 
her silver coins and replacing them, wholly or in part, by 
gold? Above all, what is to be done with countries which 
now use inconvertible paper? They could not be bound 
down to continue to do so, and if they returned to a 
metallic standard they must choose either gold or silver. 

Even if the countries of the world were permanently di- 
vided into gold-using and silver-using nations, or if all 
nations agreed to preserve the status quo, we should re- 
main liable to continual fluctuations in the relative value 
of the two standards, with the attendant risks and in- 
conveniences. 
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58. No solution of our present currency difficulties can 
be either satisfactory or permanent which does not give 
practically the same monetary standard to every country ; 
which does not provide for the full use of both the precious 
metals as standard money; and the less the inducement to 
change of standard the sounder and safer will the system 
be. 

These requirements would be completely met by a sys- 
tem under which silver was made the legal standard in 
every country, any country which wished to do so being at 
liberty to make gold also full legal tender on the sole con- 
dition that the ratio for the legal tender of both gold and 
silver shall be the same everywhere. The effect would be 
exactly the same if those countries that wished to make 
both gold and silver legal tender chose gold as the stand- 
ard, and made silver legal tender at a certain ratio. What 
is absolutely essential to the success of the system is that 
silver should be legal tender as well as gold in certain 
countries, and what is desirable is that the number of 
countries using the single gold standard should be reduced 
to a minimum. 

Assuming that this system were generally accepted, put 
into practice, and maintained, I can see no evils that would 
arise from it. 

If it be said that some nations or banks would hoard 
gold, it may be replied that they do so now, and that under 
the proposed system, when silver would be freely availa- 
ble for international purposes, the inducement would be 
less. 

If it be said that nations wishing to go to war would 
accumulate gold, the same answer may be given, and it 
may be added that with silver freely available as money, 
the hoarding of gold would be of less importance. 

If it be said that nations might issue inconvertible pa- 
per, it may be replied that they might do so under the 
present system, that the issue of inconvertible paper 
would not interfere with the system of double legal tender, 
and that the evils of such issue would be less when they 
could be spread over the whole world. 



NOTE BY MR. BARBOUR. 


331 


If it be said that in the course of ages the value of gold 
as compared with silver might rise above the legal ratio, 
I would ask what evils would flow therefrom? The cheaper 
metal (silver) would be the standard in every country, 
and there would be no fluctuation in the relative value of 
the standards of different countries. Every person having 
a debt due to him would be entitled to receive either gold 
or silver at the legal ratio. If he is paid in silver he is 
paid in a metal which is freely coined into money every- 
where, and he suffers no loss or inconvenience. If he is 
offered gold at any ratio other than the legal ratio, he 
need not accept it unless he likes. If he accepts it at a 
value other than the legal ratio, it can only be because it 
suits him better to do so than accept a metal which is 
money everywhere, and if it suits him to do so he suffers 
no inconvenience therefrom, and he can have no ground 
of complaint. Under such a system, in short, each of the 
metals would by a natural process be devoted to that pur- 
pose for which it was best suited, and the existence of a 
temporary premium or agio on either of them would 
merely indicate that that metal was in such demand for 
some special purpose as to make it worth the while of the 
person who wanted it to pay something for the advantage. 

No reasonable Ground for supposing that the System of 
Double Legal Tender, if once generally accepted 
and introduced, would he abandoned, 

59. The fear that some nations might abandon the 
agreement either from hope of gain to themselves- or from 
a desire to injure other nations is chimerical. There is no 
ground for supposing that in such case the great nations 
of the East, such as India and China, will abandon the 
use of silver, and there are very obvious reasons which 
will prevent the American Continent from doing so. Nor 
is there really any danger that the Latin Union would 
abandon the use of silver, to which the people have so long 
been accustomed. If Germany, after adopting the single 
gold standard, reverted to the use of silver also, is it 
likely that she would make a third change? 


Variation of 
the market 
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A nation could only depart from the system throngh a 
hope of benefiting itself, or of injuring its neighbor. 

Assuming that all nations had the same standard, could 
any one nation hope to benefit itself by adopting a differ- 
ent standard from that of other nations? Or could it hope 
to injure another nation by a measure which would give 
it a different standard from all the rest of the world, and 
would leave the nation it wished to injure in monetary 
alliance with all other nations? England, no doubt, 
adopted the single gold standard in 1816, but the change 
was made in ignorance of the effects of an universal 
abandonment of the system of double legal tender, and 
without any intention of injuring other countries. It is a 
significant fact that silver was abandoned as the English 
standard in 1816 in direct opposition to the advice of 
Ricardo. 

60. We know that at one time the opinion was held 
universally, or almost universally, that the wealth of a 
country depended on the quantity of the precious metals 
which it contained, that the export of these metals was 
prohibited, and that legislation was directed to controlling 
trade in such a way as to try to secure a continual stream 
of gold and silver into each country. Attempts were fre- 
quently made to attract gold (while still retaining silver) 
by raising the legal ratio of gold relatively to silver, and 
in very early times the absurd device was adopted of 
attracting silver by enacting that the crown or five-shil- 
ling piece should pass for 7s. 6d., the theory being that 
silver would flow where its value was greatest, and that by 
calling the crown 7s. 6d. instead of five shillings a higher 
value was thereby given to the silver contained in it. In 
Appendix A. to the Note will be found an extract from 
Gerard de Malynes’ Lex Mercatoria, which shows what 
was the state of opinion on this subject in the reign of 
Henry VIII. In chapter xii. of Lord LiverpooPs Coins of 
the Realm^^ will be found a full account of the measures 
which James I. adopted for the purpose of attracting gold 
while also retaining silver. It is an historical fact that the 
ratio of 1 to 15% (^7 which gold was overvalued at that 
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time) was adopted in France in 1785 with the avowed 
object of attracting gold. 

Nobody is now afraid that other nations will drain 
them of their wealth by attracting gold and silver, and 
the only Government which is accumulating gold (the 
United States) is actually alarmed at this result, and 
adopts special measures to throw it on the open market 
again. 

May it not then happen that the prejudice in some minds 
in favour of gold as the sole monetary standard will dis- 
appear as completely as the old mercantile theory? It is 
based partly on a mistaken belief that gold must be the 
best standard because it contains much value in little 
weight and bulk, and partly on the alleged greater conven- 
ience of gold as coin. There is no ground for the former 
belief that will stand examination, and the greater con- 
venience of gold as coin extends only to large payments, 
which are now generally made in paper. For the vast 
proportion of payments, even in the wealthiest countries, 
silver is more convenient than gold. If all silver coins dis- 
appeared from England the inconvenience caused by hav- 
ing to make all small payments with copper coin would 
be greater than the inconvenience of having occasionally 
to make large payments in silver if the gold coins disap- 
peared. 

The world has in reality had no experience of the single 
gold standard except since 1873, and the experience ac- 
quired since that date is decidedly against continuing the 
experiment. 

England would gain, financially, industrially, and 
commercially by the change, 

61. The argument that the financial position of Eng- 
land, and especially of London, would be injuriously af- 
fected, will not stand examination. 

The financial position of England depends very largely Financial 
on the fact that her savings are great, and that she every 
year accumulates capital, which is either directly invested ^ofid be 
or lent to others. Could her position in this respect be improved. 
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injured by a change which increased the demand for loans 
on the part of silver-standard countries, and facilitated 
the investment of capital in such countries? 

Her financial position also depends to some extent on 
her insular position and security from invasion, and in 
these respects it would be unaffected by a change in stand- 
ard. 

It also depends largely on her being a great trading 
power, carrying on business with all parts of the world, 
and in this respect her position would be improved if 
England’s standard was the standard of the world instead 
of being the standard of one-half of it. 

Her financial position also depends on the prosperity 
of her industries, and these industries would gain rather 
than lose if any considerable divergence between the gold 
and silver standards could be prevented. 

It is also said that bills are drawn on London, and ar- 
rangements made for the settlement of financial transac- 
tions there, because confidence is felt that gold can always 
be obtained in England if necessary. 

But if silver were freely coined into standard money 
in aU parts of the world, the advantage of being paid (in 
case of necessity) in gold instead of silver would disap- 
pear, unless in those very few cases in which that metal 
might be required for some special purpose. Such cases 
would be very few ; and as London is the great silver mar- 
ket, though silver is not the standard, there is no reason 
why it should not continue to be a great market for gold, 
though gold was no longer the sole standard. On the whole 
there seems no reason to doubt that if the proposed system 
were introduced carefully, and with the consent of the 
country, the financial interests of England or London 
would not suffer in any respect ; while in some important 
points they would materially benefit. The money-changer 
may, no doubt, make a profit, at the expense of somebody 
else, by a difference of standards ; legitimate banking and 
financial business, as well as the interests of the indus- 
trial and commercial classes, can only be promoted by 
unity of monetary standard. 
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Conclusion, 

62. For the reasons already stated I have agreed to the 
recommendations made in Part III. that the system of 
double legal tender should be established in this country, 
as the result of an understanding with other civilized 
countries. In view of the magnitude and importance of the 
question, of the possibility of opposition from influential 
classes, and of the difficulty of settling the ratio for legal 
tender at the present time to the satisfaction of all con- 
cerned, the change should be made gradually and after 
careful preparation. 

63. Nobody desires that silver should continue to fall 
relatively to gold, and everybody, or almost everybody, 
would be glad to see it rise somewhat. Apart altogether 
from the question of gold prices, a further fall in the rela- 
tive value of silver might lead to the United States or the 
Indian Government ceasing to coin that metal, with con- 
sequences which cannot be foreseen, but which must be 
serious. Or it might lead to the imposition of heavy import 
duties in India with injurious consequences both to Eng- 
land and to India. In England an ounce of standard silver 
is coined into 66d., while the market price of the silver is 
(or was a few days ago) 42(i. The gain on false coinage 
of English silver money in good silver is consequently no 
less than 57 per cent., and it is known that false coinage 
of this nature has already taken place, though there is no 
evidence of its having occurred, as yet, on a large scale. It 
is undesirable to maintain this temptation to such fraud ; 
it would be very dangerous to allow it to increase, and it 
ought, if possible, to be reduced. 

A similar state of things exists in France, America, and 
every other country which uses either token coins of sil- 
ver, or silver coins, which, though full legal tender, are 
now over-valued. 

Dr. Soetbeer estimated the nominal value of the total 
supply of silver coins in civilized lands at 392,000, 000^. 
sterling at the close of 1885, and it is no doubt somewhat 
greater at the present day. Nearly the whole of this coin 
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is over-valued, and its market value as silver is about 
110,000,000^. below its nominal value ; in other words, at 
the present price of silver, it would require an expenditure 
of 110,000,000Z. sterling in the purchase of silver to in- 
crease these coins in such manner as to make their value 
as silver equal to their legal value. This state of things 
constitutes a danger not only for the countries which 
hold this silver, but for all countries using either the gold 
or silver standard. 

64. On every ground of expediency, therefore, it would 
seem desirable to adopt at once any measure which, with- 
out being attended with evil results, would tend either to 
raise the value of silver, or to prevent a further fall. For 
these reasons I have no hesitation in supporting the adop- 
tion of the measures suggested in the Part II. of the 
Eeport, namely, — 

1. The repeal of the duty on silver plate. 

2. The issue of ten-shilling notes based on silver, the 

half-sovereign being gradually withdrawn. 

3. The issue of one-pound notes based on silver. 

As I do not hold that the fall in the value of silver rela- 
tively to gold has been caused mainly, or very greatly, by 
the increased supply of silver, I am not of opinion that 
the additional demand for silver created in this way would 
of itself have much permanent effect on the relative value 
of the two metals, but it would certainly have some effect, 
and the proposed measures would tend to create confi- 
dence in, or remove doubts as to, the future position of 
silver. This change of feeling might have a considerable 
effect both on certain classes of the public in this country 
and on other Governments. There would probably be no 
difficulty in combining these measures with concerted 
action on the part of foreign Governments tending in the 
same direction. The result could not fail to be a tendency 
to diminish the divergence in relative value, or to prevent 
it from proceeding so far as it otherwise would, and to 
this extent the effect would be beneficial in every respect. 
A feeling of confidence in silver would be generated, and 
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if the small notes based on silver came into general use, 
the apprehensions of those who fear inconvenience from 
the more extended nse of that metal in this country would 
disappear. 

65. The further measure which would remove many dif- 
ficulties, and ensure a final and satisfactory solution of 
the question, is the recognition by the British G-ovemment 
that the system of double legal tender is one which must 
ultimately be adopted, and towards which we should 
gradually move. 

Such recognition would tend to remove the inducement 
which now exists to the hoarding and accumulation of gold 
rather than silver, and would bring into play influences 
which would have an exactly opposite effect. The metal 
which was likely to rise in relative value would be hoarded 
and accumulated rather than the metal which was likely 
to fall. In the meantime the action of Great Britain might 
remain unfettered both as to the time and manner of 
introducing the system of double legal tender and the con- 
ditions under which it would be adopted. 

All which is submitted for Your Majesty’s gracious con- 
sideration. 
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Gerard de Malynes. — ^Lex Mercatoria, pp. 308-9. 

“This daily enhancing began in the time of Henry 
VIII., who went about to reform the same ; but afterwards 
finding if he should still enhance his price of moneys, like- 
wise they would still advance theirs more and more, he 
began but moderately; and whereas the Angell Noble (so 
called) was at six shilHngs eightpence, he caused the same 
to be valued at seven shillings and fourpence, by a Procla- 
mation in the eighteenth year of his reign, and within 
two months after at seven shillings sixpence, and withall 
he did write unto other princes concerning the same, and 
commissioners came over about it, but all was in vain, 
whereupon he gave an absolute authority to Cardinal 
Wolsey by letters patent as followeth: 

“ ^ Henry the Eighth, by the Grace of God, King of 
England and of France, Defender of the Faith, Lord of 
Ireland, to the Most Reverend Father in God, Our Most 
Trusty and Most Entirely Beloved Councillor the Lord 
Thomas, Cardinal of York, Archbishop, Legat de Lei- 
cestre of the See Apostolic, Primate of England, and our 
Chancellor of the same. Greeting. Forasmuch as coins of 
money, as well of gold as of silver, be of late days raised 
and enhanced both in the realm of France, as also in the 
Emperor’s Low Countries, and in other parts, unto higher 
prices than the very poiz weight and fineness and valua- 
tion of the same, and otherwise than they were accustomed 
to be current : by means whereof, the money of this our 
realm is daily, and of a long season hath been, by sundry 
persons (as well our subjects as strangers, for their 
particular gain and lucre) conveyed out of this realm into 
the parts beyond the seas, and so is likely to continue 
more and more, to the great hindrance of the generality 
of our subjects and people, and to the no little impoverish- 
ing of our said realm, if the same be not speedily remedied 
and foreseen. We, after long debating of the matter with 
you and sundry other of our Council, and after remission 
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made unto outward Princes for reformation thereof, find- 
ing finally no manner of remedy to be had at their hands, 
have by mature deliberation determined that our coins 
and moneys (as well of gold as of silver) shall be by our 
officer of our Mint from henceforth made at such fineness, 
lay, standard, and value as may be equivalent, corre- 
spondent, and agreeable to the rates of the valuation 
enhanced and raised in outward parts as is afore speci- 
fied. » 
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The Fall in the Gold Price of Commodities since 1873, 

COMPARED WITH THE FaLL IN THE GoLD PrICE OF 

Silver during the same Period. 


1. In the following table, the Index No. of the ^^Econ- 
omist’’ for 1st January 1873 is represented by 100, and 
proportionate numbers are given for subsequent years. 

The gold price of silver for January 1873 is also taken 
at 100, and the price of silver for January of each subse- 
quent year is represented by proportionate numbers. 


1 

2 

3 

4 

5 

6 

7 

Year. 

Index No. 

Price of 
Silver. 

Fall or Rise 
in Index No. 
as compared 
with pre- 
ceding Year. 

Fall or Rise 
in Price of 
Silver as 
compared 
with pre- 
ceding Year. 

Fall or Rise 
in Index No. 
as compared 
with 1873. 

Pall or Rise 
in Price of 
Silver as 
compared 
with 1873. 

1873.. .. 

1874. . . . 

...100 
... 97*7 

100 

98-1 

—2.3 

—1.9 

—2.3 

—1.9 

1875.... 

... 94-0 

96*1 

—3.7 

—2*0 

—6.0 

—3.9 

1876. . . . 

... 91-7 

92*7 

—2.3 

—3.4 

—8-3 

—7.3 

1877. . . . 

... 92-5 

96-1 

+.8 

4-3.4 

—7.5 

—3.9 

1878. .. . 

... 85-8 

89-8 

—6.7 

—6.3 

—14.2 

—10.2 

1879.... 

... 74-6 

84-0 

—11.2 

—5.8 

—25.4 

—16-0 

1880. . . . 

... 85-8 

87-7 

-fll.2 

-43.7 

—14.2 

—12.3 

1881.... 

... 80-5 

85-8 

—5.3 

—1-9 

—19.5 

—14.2 

1882. . . . 

... 82-8 

86-8 

+2.3 

-fl.O 

—17.2 

—13.2 

1883. . . . 

... 79-8 

84-0 

—3.0 

—2-8 

—20.2 

—16.0 

1884. . . . 

... 74-6 

85-0 

—5.2 

4-1.0 

—25.4 

—15.0 

1885 

... 70-8 

83-0 

—3.8 

—2*0 

—29.2 

—17.0 

1886.... 

... 68-6 

78-0 

—2.2 

—5-0 

—31.4 

-22-0 

1887.... 

... 70-1 

77-4 

+1.5 

— 6 

—29.9 

—22-6 

1888. . . . 

... 75-3 

74-4 

-f-5.2 

—3.0 

—24.7 

—25.6 


2. Taking the period 1873 to 1886, it will be seen that 
there was an almost continuous fall in the prices of com- 
modities, the downward tendency being checked tempo- 
rarily in only three years, 1877, 1880, and 1882. 

The course of the gold price of silver very closely co- 
incides, the downward tendency having been checked in 
only four years, 1877, 1880, 1882, and 1884. 

3. It will also be seen from Columns 6 and 7, that up to 
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January 1879 the course of prices was steadily down- 
wards (excepting 1877), and that the course of the price 
of silver was also steadily downwards, with the exception 
of the same year. 

In both cases the maximum depression for the time 
was reached in 1879, and in the following year there was 
a marked rise both in the gold prices of commodities, and 
the gold price of silver, this rise being entirely lost by 1st 
January 1884 in the case of commodities, and very nearly 
lost in the same year by silver. 

In 1884, the Index No. for commodities was 74*6, as 
against exactly the same number in 1879, while the price 
of silver in 1884 was 85*0, as against 84*0 in 1879. Between 
1st January 1884 and 1st January 1886, the gold prices of 
commodities fell, and so did the gold price of silver. Sub- 
sequently to 1886 the agreement ceases. The gold prices of 
commodities rose in 1887 and 1888, while the gold price 
of silver fell. 

4. The following table is constructed on a similar plan, 
Mr. Sauerbeck's Index Nos. being substituted for those of 
the ^‘Economist," and the price of silver being taken as 
the average of the year, because Mr. Sauerbeck's prices 
are also the average of the year : — 


Tear. 

Index No. 

Price of 
Silver. 

Pall or Rise 
in Index No. 
as compared 
with pre- 
ceding Year. 

Pall or Rise 
in Price of 
Silver as 
compared 
with pre- 
ceding Year. 

Fall or Rise 
in Index No. 
as compared 
with 1878. 

Pall or Rise 
in Price of 
Silver as 
compared 
with 1878. 

1873 

1874 

...100 
... 91-9 

100 

98*4 

—8-1 

—1.6 

—8.1 

—1.6 

1875 

... 86-5 

96-0 

—5-4 

—2.4 

—13*5 

—4.0 

1876 

... 85-6 

89-0 

9 

—7.0 

—14.4 

— ll-O 

1877 

... 84-6 

92-5 

~1.0 

+3.5 

—15.4 

—7.5 

1878 

... 78.4 

88.7 

—6-2 

—3.8 

—21.6 

—11.3 

1879 

... 74-8 

86.5 

—3.6 

—2.2 

—25.2 

—13.5 

1880 

... 79-3 

88.2 

+4.5 

-1-1.7 

—20.7 

—11-8 

1881 

... 76.6 

87-2 

—2.7 

—1.0 

—23.4 

—12.8 

1882 

... 75.7 

87-1 

9 

1 

—24.3 

—12.9 

1883 

... 73-9 

85-3 

—1.8 

—1.8 

—26.1 

—14.7 

1884 

... 68.5 

85*4 

—5.4 

+ •1 

—31.5 

—14.6 

1885 

... 64.9 

82.0 

—3-6 

— 3-4 

—35.1 

—18.0 

1886 

... 62.2 

76.5 

—2.7 

—5.5 

—37.8 

—23.5 

1887 

... 61. 3 

75.2 

— 9 

-1.3 

—38-7 

—24.8 
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5. Mr. Sauerbeck's Index Nos. show a considerably 
greater fall than those of the ‘‘Economist," and the agree- 
ment in details with the fall in silver is not so close up to 
1886, but the general course is the same. 

From 1873 to 1879 there is a continuous fall in gold 
prices, averaging 4*2 yearly, while the average yearly 
fall in the price of silver is 2*2. 

In 1880 there is a rise both in the gold prices of com- 
modities and in the gold price of silver, and from 1880 
to 1883 the average fall in prices of commodities is only 
1*8 yearly, while the average fall in the price of silver is 
only *9 yearly. 

After 1883 the prices of commodities fall rapidly, while 
it is only after 1884 that the price of silver fell rapidly. 

6. There appear, from these figures, to be three well- 
marked periods in the case of commodities : — 

I. From 1873 to 1879, a steady and continuous fall, 
the rate of fall being markedly reduced in 1876 
and 1877. 

n. From 1879 to 1883, a marked rise in the beginning, 
followed by a continuous, but not rapid, fall. 

III. After 1883, a heavy fall, continuing to 1887. 

The following are the corresponding periods in the case 
of silver : — 

I. From 1873 to 1879, a fall which is continuous, with 
the exception of one year, the rate of fall being 
unusually high in 1876 (the year of panic), and 
a portion of this fall being recovered in 1877. 

II. From 1879 to 1884, a marked rise in the beginning, 
followed by an almost continuous, but not rapid, 
faU. 

ni. After 1884, a heavy fall, continuing to 1887. 

7. In the following table, the Index Nos. of Dr. Soetbeer 
are used in the same way as before ; — 
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Year. 

Index No. 

Price of 
Silver. 

Rise or Fall 
in Index No. 
as compared 
■with pre- 
ceding Year. 

Rise or Fall I,.-. __ -ni.n 

in Price of Rise or Fall ? “5 
Silver as in Index No/%?2f® " 
compared as compared 
with pre- with 1873. 
ceding Year. 

1873 

1874 

. . .100 
... 98-5 

100 

98-4 

—1-5 

—1.7 

—1-5 

—1.7 

1875 

... 94-2 

96-0 

... 4*3 

—2.4 

—5.8 

—4-1 

1876 

... 92-7 

89-0 

—1-5 

—6.9 

—7-3 

— 11-0 

1877 

. .. 92-7 

92-5 

0-0 

+3.4 

—7-3 

—7.6 

1878 

... 87-6 

88-7 

—5*1 

—3.8 

—12-4 

—11-4 

1879 

... 84-7 

86-5 

—2.9 

—2.2 

—15.3 

—13 ‘6 

1880 

. .. 88*4 

88-2 

+3-7 

4-2*6 

—11.6 

—11.0 

1881 

... 87*6 

87-2 

—0-8 

—1.8 

—12.4 

—12.8 

1882 

... 88-4 

87-1 

+ .8 

— 1 

—11.6 

—12.9 

1883 

... 88*4 

85-3 

0-0 

—1.8 

—11.6 

—14.7 

1884 

. .. 82-6 

85-4 

—5-8 

+ •1 

—17.4 

—14.6 

1885 

... 78-9 

82-0 

—3-7 

— 3.4 

—21.1 

—18.0 


8. In these figures also will be found an agreement of 
the same kind. From 1873 to 1879 there is a marked fall 
in gold prices, with a cessation of fall in only one year, 
1877, the year in which the price of silver rose. In 1880, 
there is a rise in both sets of figures, and for three years 
there is very little alteration in gold prices, and for four 
years, only a slight fall in the price of silver. After 1883, 
gold prices fell largely, and so did the price of silver 
after 1884. 

9. Fluctuations of the same character may be observed 
in the prices of British imports and exports as calculated 
by Mr. Giffen. 

The following are the figures taken from paragraph 49 
of Part I. of the Report : — 


— 

Price of 
Exports. 

Price of 
Imports. 

— 

Price of 
Exports. 

Price of 
Imports. 

1873 .. 

132 

107 

1880 .. 

: . 

93 

1874 .. 

— 

— 

1881 .. 

92 

92 

1875 .. 

114 

101 

1882 .. 

— 

— 

1876 .. 

105 

96 

1883 .. 

92 

89 

1877 .. 

101 

99 

1884 .. 

90 

84 

1878 .. 

— 

92 

1885 .. 

87 

79 

1879 .. 


88 

1886 .. 

82 

74 


10. In the case of exports, the three periods are well 
marked. There is a continuous fall to 1879, and steadiness 
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of price (so far as figures are available) from 1879 down 
to 1883, after which a continuous fall again sets in. 

In the case of imports we have a continuous fall down 
to 1879, with the exception of a temporary rise in 1877. 
In 1880 there is a considerable rise, followed by a gradual, 
but not heavy fall down to 1883, after which year the fall 
again becomes heavy. 

11. The same three periods can be traced in the average 
values of the imports and exports of the United Kingdom 
per head of population. 

The following are the figures : — 


— 

Imports 
per Head of 
Population. 

Exports 
per Head of 
Population. 

— 

Imports 
per Head of 
Population. 

Exports 
per Head of 
Population. 


£ 8. d. 

£ s. d. 


£ 8. d. 

£ 8. d. 

1873 . 

...11 ID 9 

7 18 7 

1880 . 

...11 17 7 

6 8 10 

1874 . 

...11 7 9 

7 7 5 

1881 . 

...11 7 2 

6 13 11 

1875 . 

. . . 11 7 9 

6 16 1 

1882 . 

...11 14 0 

6 16 10 

1876 . 

...11 6 0 

6 0 10 

1883 . 

...11 19 9 

6 14 8 

1877 . 

...11 14 11 

5 18 6 

1884 . 

. . .10 16 11 

6 9 7 

1878 . 

...10 17 3 

5 13 8 

1885 . 

...10 4 3 

5 17 3 

1879 . 

...10 11 8 

5 11 8 

1886 . 

... 9 10 7 

5 15 9 


12. In the case of imports, there was a continuous fall 
from 1873 to 1879, with the exception of the one year 1877. 
In 1880 there was a rise, which was maintained with some 
fluctuations up to 1883, when a rapid fall set in. 

In the ease of exports, there was a continuous fall down 
to 1879. After 1879, a rise set in, which was not alto- 
gether lost, even in 1884. After 1884 a rapid fall set in. 

13. The three periods can be traced, though more in- 
distinctly, in the returns of the amount produced by each 
penny of the income tax per head of population. 

The following are the figures : — 


Year ending — £ 

April 1, 1874 17*1^ 

” 1875 17-6 

1876 17*7 

’’ 1877 17*2 ^ 

1878 17-3 

1879 17-1 

1880 16*9 


First Period. 
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1881 

1882 

1883 

1884 


17.0*' 

17*2 

17-4 

17*6 


Second Period. 


1885 17*5] 

1886 17*3 I Third Period. 

1887 17*1 J 


It should be recollected that certain changes were made 
which affected the returns for 1877, and of course the 
amount assessed rather follows than keeps pace with the 
actual income. 

14. It is instructive to compare the figures in this paper 
with the following facts regarding the fall in the gold 
price of silver. 

Between 1872 and 1879 the fall in the price of silver 
was from GO^ied, per oz., to per oz., being 1*296?, per 

oz. yearly, or 2*1 per cent, yearly, spreading the percent- 
age of fall uniformly over the seven years. 

Between 1879 and 1884 the fall in the price of silver was 
from by^d. per oz., to d0%d. per oz., being only •12d. per 
oz. yearly, or *23 per cent, yearly. 

Prom 1884 to 1887 the fall in the price of silver was 
from 50%d, per oz., to 4A%d. per oz., being 2d, per oz., 
yearly, or 3 • 9 per cent, yearly. 

Not merely, then, is there a certain amount of agree- 
ment between the yearly fluctuations of gold prices of com- 
modities, and the gold price of silver, but there is a very 
close agreement in the three well-marked periods into 
which the years since 1873 naturally fall. 

15. It would appear that since 1873 there has been some 
law closely connecting the fall in gold prices with the 
fall in the gold price of silver, though its working is ob- 
scured by other influences. 

But changes in the relative value of gold and silver may 
at one time be accompanied by changes in the level of 
gold prices, silver prices remaining comparatively un- 
changed, and at another time by changes in the level of 
silver prices, gold prices remaining more nearly the same. 

Within the last two years, average gold prices have 
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ceased to fall, and may even have risen slightly, but silver 
has continued to fall, though the rate of fall in 1887 and 
1888 is less than in 1885 and 1886, and there has been re- 
cently a cessation of fall and even a certain amount of 
rise. 


Note by Mr. Samuel Montagu, M.P. 

While agreeing with Part III. of the Eeport, I consider 
it necessary to indicate what, in my opinion, would be the 
most desirable ratio to fix and maintain by an Interna- 
tional Convention. I fear that the divergence of gold and 
silver has extended so far that the reversion to the old 
ratio of 15% to 1 could not take place without certain 
disadvantages. I prefer, therefore, that a ratio of 20 to 1 
should be the one selected at an International Conference. 

If that course were adopted the large export trade from 
India would remain unaffected, and in consequence we 
should continue to import raw materials from India and 
China- at moderate prices. On the other hand, the Indian 
Government could calculate on a stable price for silver 
of about 45. per oz., and a steady exchange of about Is, 6d. 
per rupee, thus avoiding all the dangers which a further 
fall of silver would produce. The probable effects of the 
establishment of a ratio of 20 to 1 are indicated in a paper 
submitted to the Commission and printed in the Appendix. 

It is also necessary to call attention to the fact that, 
owing to the depreciation of silver in gold-using countries, 
illicit coinage in good silver has taken place. Fears are 
entertained that with a further fall in the gold price of 
silver this evil is likely to extend, especially in this coun- 
try, our coinage being issued at bs. 6d, per ounce, or at a 
premium of over 50 per cent, above the present market 
price of silver. It is therefore argued that unless a bi- 
metallic convention be effected, our coinage should be in- 
creased in weight at an expenditure of several millions 
sterling. 


(Signed) Samxjei. Montagu. 
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Borrowers : industrial interests de- 
pend on, 83-84; effect of rise in 
prices, 160 ; importance of a stable 
standard, 182. See also Credit; 
Debts ; Loans 

Bounty: on export from silver -using 
countries, 87, 92 ; affecting changes 
in prices, 158; on the production 
of wheat in India, 180-87 ; between 
India and England, 216-17 
Branch banks, 43, 161 
Brazil, discovery of gold in, 20 
Breaches of contract. See under Con- 
tracts 

Bread: prices, 81, 159; scarcity of, 
266 

British Colonies. See Colonies 
British Empire. See under England 
British India. See India 
Bullen Smith, James Eichard, 3 
Bullion: Iteport of the Gold Bullion 
Committee, xi-xiv ; reserve in the 
Bank of England, xiii, xv-xvii; 
premium for gold, xx; gold ex- 
ported to Germany, 38 ; reserve in 
the Bank of France, 45 ; silver 
held in the Bank of England, 128, 
209-10; securities used instead of 
bullion, in the payment of debts, 
161; amount of silver in Europe 
and America, 172-74; flow of bul- 
lion in France, 243. See also Gold; 
Silver 

Business : general condition, xxi- 
xxiii; and gold reserves in banks, 
45; and the rate of discount, 45- 
46 ; fall of prices, 80, 83, 267-68 ; 
done more directly than formerly, 
158 ; opinions on the relative value 
of gold and silver, 299; demand 
for gold affected by business re- 
quiring credit, 304-6 
Butler, Nicholas Murray, Foreword, 

V 

Cairnes, Professor: on prices as af- 
fected by monetary changes, 154; 
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Cairnes, Professor — Cont. 

system of index numbers, 260-61 
Calcutta: terms of raising Govern- 
ment loans, 98 ; gold a commodity, 
171; India’s international trade, 
319 

California ; discovery of gold, 19 ; 

the gold standard, 110 
Capital : and the scarcity of gold, 
45; loss due to wars, 59; invest- 
ment affected by fluctuations in 
value of gold and silver, 76-77, 147- 
48, 213, 293-94; fall in prices, 80, 
85-86; economy in use of, 84; dif- 
ficulty of obtaining, for develop- 
ment of silver-using countries, es- 
pecially for India, 97-98; money 
a term used for, 265. See also In- 
vestment 

Capitalists, monopoly of trade, 68 
Carnegie Endowment for Interna- 
tional Peace, v 

Carriage of wheat. See under Trans- 
port 

Cash pajrments ; effect of bimetal- 
lism, 123-24; between Chili and 
England, and exchange difficulties, 
144 

Cause and effect, in level of prices, 
267 

Central America : trade with the 
United Kingdom, 75; English ex- 
ports to, 317 
Central banking, xx 
Certificates, silver issue of, 107, 122, 
210 

Ceylon: trade with the United King- 
dom, 75 ; English exports to, 317 
Chamberlain, Joseph, 3, 7-8, 11 
Chaplin, Henry, xxv, 7-8, 142, 237 
Cheques, an economy in the use of 
the precious metals and of monev, 
43, 47, 116, 161-64, 305-6 
Chili : resumption of specie payments 
under bimetallism, 114; exchange 
difficulties in trade with England, 
144 

China: import and export of silver, 
30, 243-45; trade affected by ex- 
change difficulties, 68, 144-48, 188; 
exports of cotton yarn from the 
United Kingdom, 71-72, 225-26; 


trade with the United Kingdom, 
75, 226, 317 ; business opinions on 
the relative value of gold and sil- 
ver, 299 ; receiving silver from 
America, 311 ; abandonment of the 
system of legal tender, 331; ex- 
port of raw material under an in- 
ternational bimetallic ratio, 346 
Civil War (U.S.) : resulting in mone- 
tary disorder, xxi; coinage of gold 
and silver, SO; cause of changes 
in prices, 59, 158-59 ; causing a 
demand for India’s cotton, 245 
Clearing system, xx, xxii, 43, 161 
Clerks, salaries affected by monetary 
changes, 153. See also Salaries ; 
Wages 

Clothing, prices, 157, 159 
Coal : production in France, xxiii ; 
effect on prices of commodities, 
156; rise in price, 160 
Cohen, Lionel Louis, 3, 7-8, 11 
Coinage: little actual coin required 
in commercial transactions, 163 ; 
under an international adoption of 
bimetallism, 200-1. See also Free 
coinage 

Coinage of gold : in Germany and the 
Scandinavian countries, 37-38; a 
condition of bimetallism, 101; in 
France, 106-7 

Coinage of silver, 23-24 ; not de- 
creased, 29; in the U-S., 29-30; 
suspended in Holland, 38, 107 ; un- 
der bimetallism, 65, 101, 124-25; 
further proposals, failing the bime- 
tallic arrangement, 127-28; in the 
Latin Union, 209, 212 
Coins: silver dollar in U.S., 107; 
danger of imitation, 122 ; an amal- 
gam coin, a fusion of gold and 
silver, proposed as a remedy for 
evils in the present currency sys- 
tem, 126 ; coinage of shillings, 
210; false coins profitable under 
the status quo, 329 ; five-shilling 
piece or crown, 332; Lord Liver- 
pool’s Coins of the Realm, 332; 
copper coin inconvenient for pay- 
ments, 333; false coinage of Eng- 
lish silver money, 335; the Angell 
Noble, 338; raising the value of 
gold and silver coins in the time of 
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Henry VIII, 338. See also Sov- 
ereign; Token coins 
Colonies, British: index numbers of 
produce, 58-59 ; loss from the fall 
in prices, 86; changes in price of 
produce, 155 ; stock of monetary 
silver, 173; adoption of bimetal- 
lism, 195, 206, 237 
Commerce. See Trade 
Commercial crises. See Crises 
Commission, monetary. See United 
States National Monetary Commis- 
sion 

Commission on Gold and Silver. See 
Royal Commission on Gold and 
Silver 

Commission on the Depression of 
Trade- See Royal Commission on 
the Depression of Trade 
Committee, Select, of the House of 
Commons on the Depreciation of 
Silver, appointed in 1876, xxii n, 
136, 270 

Commodities; changes in price, xiii, 
xxi-xxiii, 154-57, 163-69, 176, 196; 
effect of the bimetallic ratio in 
India, 120-21 ; effect of changes in 
supply and demand, 135; affected 
by changes in gold and silver 
prices, 141, 214, 218-21, 246-77, 
282-86, 289-91, 298-309, 312-23, 

340-42 ; relation of debtor and 
creditor affected by fall in the 
price of, 149-50 ; affected by in- 
stability of standard, 151 ; index 
numbers, 152 ; competition for 
transport of goods, 156 ; during 
the period of the gold discoveries, 
162; effect in India of the fall of 
the gold price of silver, 183-90, 
215-16; affected by bimetallism, 
235-36; appreciation and deprecia- 
tion defined, 238 ; goods for goods, 
[England 's international trade, 319. 
See also Exports and imports; 
Merchandise ; Trade 
Commons, House of. See House of 
Commons 

Communication, and fall of prices, 
59 

Competition: and fall of prices, 59, 
112-13, 267; limited by fluctua- 


tions of gold and silver, 68, 292; 
of India’s cotton mills, 76-77, 148, 
191; gold prices in trade, 79-80; 
wheat in India, 88-93, 156, 185- 
88; effect of the bimetallic ratio, 
120-21 ; increase in number of cot- 
ton mills, 189 ; India and England, 
196, 198, 216-17, 226; effect on 
depression, 227-29 

Confidence: lessened by monetary 
changes, 115; in silver, under the 
double legal tender system, 337 

Consols, XX 

Contracts : payments on, in India, 
4, 9; breaches of, and exchange 
difficulties, 68-69, 145, 14 T, 151, 
268-69, 273; metal serving as a 
standard for deferred payments, 
82-83; for payments which India 
must make in gold to England, 95- 
96; made in gold exclusively, 110; 
affected by bimetallism, 113, 119- 
20, 199-200, 221-22, 234-35, 284; 
single standard of value, 286 

Copper coin inconvenient for pay- 
ments, 333 

Corn : import affecting exchange, 
178; depreciation of gold and sil- 
ver, 282-83 

Cost : of distribution, economics, 158 ; 
of remitting gold limits the al- 
teration in exchange, 178-79. See 
also under Labour; Prices; Pro- 
duction; Raw materials; Trans- 
port 

Cotton : American cotton famine, 26 ; 
trade in India, 70, 90-93, 274-75; 
India’s mills, 70-71, 76-77, 148, 
191, 226; exports from the United 
Kingdom, 71 ; demand in U.S. and 
India, 72-73; yam in India, 73; 
trade in Lancashire, India, and 
China, 113, 145-47, 188-91, 217, 
225 ; exported to the East, 176 ; 
manufactures in India under in- 
ternational bimetallism, 207; ex- 
port of yarn to China and Japan, 
225-26 ; cotton from India, and the 
American Civil War, 245; prices 
in India, 253. See also under 
Tables 

Council Bills. See Indian Council 
Bills 
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Cotmterfeit coins. See under Coins 
Courtney, Leonard Henry, s:xiv, 3, 7- 
8, 142, 211 

Credit: policies in England, ix; in- 
struments, economies in the use of 
gold, 43, 47 ; and the quantity of 
gold, 55-56 ; level of prices, 59, 
149-50, 164, 260-63, 276-77, 323; 
payment in either gold or silver, 
110, 280; effect of bimetallism, 
115, 198, 206, 235-36, 284; ex- 
change dif6Lculties between Chili 
and England, 144; affected by in- 
stability of standard, 151, 182 ; 
relative value of gold and silver, 
299 ; affecting the demand for gold, 
303-6. See also Borrowers; Debt 
Crises, commercial, ix, xi, xv, xvii- 
xviii, XX, 84, 86 
Crores of rupees. See Rupees 
Crown, or live -shilling piece, passed 
for Is. 6d., 332 

Currency : stabilized by an interna- 
tional monetary unit, v; deprecia- 
tion following suspension of specie 
payments, xii; during the World 
War, xvi; silver in Holland, 38, 
107 ; changes during transactions 
of commerce, 82-83 ; demand for 
gold under bimetallism, 103, 109- 
10 ; French currency in silver, later 
in gold, 105-7 ; silver dollar in 
II.S., 107; effect of change to bi- 
metallism, 114-17, 200-201; right 
of the state to alter its currency 
laws, 120; silver preferred to gold 
for currency purposes, 124; 
changes causing a fall in the price 
of commodities, 152, 158 ; legisla- 
tion lowering the value of silver, 
169; adoption of the double legal 
tender, 328-30. See also Bimetal- 
lism ; Notes ; Paper currency 
Currency School,^' xv n 

Debentures, and an appreciating 
standard, 228 

Debt : debt for which India must 
pay interest to England in gold, 
94; international debts settled by 
use of securities instead of by 
transmission of bullion, 161 ; the 
National Debt and an appreciating 


standard, 228; estimations of in- 
ternational indebtedness, 307, 313- 
17 

Debts: payable in either gold or sil- 
ver, under bimetallism, 101-2, 110, 
114-15, 232-36, 282, 331 ; effects of 
the bimetallic ratio, 118-19, 282; 
fall in the price of commodities, 
149-50, 276-77; affected by insta- 
bility of standard, 151, 182; under 
the international adoption of bi- 
metallism, 206. See also Borrow- 
ers ; Credit 

Demand and supply, law of, 230, 241, 
259, 302-10 

Demonetization of silver, 328 
Denmark: demand for gold, 35, 38, 
133-34, 243 ; stock of monetary 
silver, 173 

Department of the Interior (TT.S.), 
Minerals Ycarhoolc, xxiv n 
Depreciation, term defined, 2.38. See 
also under Gold; Precious metals; 
Silver 

Depression, xxii-xxiii; fall of prices, 
60, 64, 84, 86, 281, 307, 310; mone- 
tary changes, 153, 226 ; follows 
speculation, 160; aggravated by 
competition 229; rate of discount 
and interest, 26.5 ; purchasing 
power of the standard, 324-25; the 
double legal tender, and industrial 
depression, 327 

Depression of Trade, Royal Commis- 
sion on the. See Royal Commission 
on the Depression of Trade 
Director of the Mint (IJ.S.), An- 
nual JReport, X n 

Discount, rate of, 42, 45-46, 265-67; 
affected by the supply of gold, 56, 
165; by the appreciation of gold, 
166-68, 321-23. See also under 

Bank of England 

Discovery of gold and silver. See 
under Gold; Silver 
Distribution. See under Cost of dis- 
tribution; Gold; Wealth 
Dividends upon Indian investments, 
269 

Dollar, silver, in D.S., 107 
Double legal tender. See under Bi- 
metalism; Legal tender 
Duty: as affecting trade, 75; on 
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Duty — Cont. 

silver plate, 129-30, 208, 336; be- 
tween India and England, 145, 
216-17, 225; protective tariffs af- 
fecting changes in prices, 158; 
protection and free trade, 229 ; 
protective tariff on yarn and 
piece-goods, 275 ; free trade and 
a common standard of value, 285; 
protective import duties, demand 
for silver, 312 

East, export and import of silver, 26, 
105, 175-76, 243-44, 307, 311-12; 
exports from the United Kingdom, 
71 ; fall in the prices of goods, 81 ; 
export of cotton from India, 90; 
silver markets affected by demand 
in Europe and America, 172 ; trade 
affected by the price of silver, 176- 
77; English trade in yarns, 226; 
system of legal tender, 331. See 
also Asia, China, India, etc. 
Economic laws, do not operate in tho 
case of the precious metals, 109 
Economics: in the use of gold, 43, 
46-47, 129-30, 160-61, 260, 264, 303- 
6; in the use of silver, 172. See 
also under Cost; Labour 
Economist (newspaper), xx n., xxl n., 
xxv-xxvii; Index Number tables of 
prices, 48-50, 57, 61, 340-42 
Education, in India, 223 
Electricity, causes advance in produc- 
tion, 219 

Employment, 54, 90, 153, 227-28 ; and 
fluctuations in prices, 85, 191 ; 
purchasing power of the monetary 
standard, 324-25. See also Labour 
Encyclopaedia of the Social Sciences, 
xviii n. 

Encyclopedia Americana, xxiv n 
England: permission of the British 
Government to reprint this Eeport, 
v; controversies on monetary and 
credit policies, ix; United King- 
dom the commercial and financial 
centre of the world, xiv, 114-15, 
232-33; monetary statistics, xxn; 
relative value of the precious met- 
als, 4-5, 9, 17, 118, 122-24, 225- 
30, 241, 287, 295-96 299; trade 
with India, 71-75, 270-75; gen- 


eral trade, 74-75, 247, 250, 276- 
78; British capital in foreign^ 
countries, 84; freights earned by 
British ships, 86; payments from 
India which must be made in gold, 
94-100; proposals of the United 
Kingdom for the coinage of silver, 
failing the bimetallic arrangement, 
128; system of legal tender, 131, 
331 ; effect of the international 
adoption of bimetallism, 195, 199- 
212, 231-32, 237, 279-87, 279-80; 
commerce of Great Britain imder 
the present system of currency, 
211; United Kingdom affected by 
the monetary policy of Germany, 
the Latin Union, and the U.S., 
235; imports and exports of gold, 
242; trade with China, 243-44; 
retaining the statius quo, 329 ; 
double legal tender system, 333- 
34, 337. See also Analysis of final 
report, 13-15 

''oBtalon boiteux,^' maintenance of 
the, 127, 278 

Europe: wars and the fall of prices, 
59 ; silver and gold prices, 79, 252 ; 
stability of prices as compared 
with India, 80-81; currency legis- 
lation lowering the value of silver, 
169-70; affected by changes in tho 
supply and use of silver, 172-75; 
monetary changes, 241 ; shipping 
silver to the East, 311 

Exchange : foreign exchanges and tho 
Bank of England, xi-xiii; fluctua- 
tions between countries using a 
gold or silver standard, 66-70, 144, 
188 ; banks insuring merchant 
against loss by fluctuations, 68; 
metal as a medium, 82-83 ; no dis- 
turbance to international trade, 
if the equilibrium is preserved, 86- 
87 ; a bimetallic standard. 111, 
277; affected by free coinage of 
silver in India, 131 ; gold as a me- 
dium, 164; relations of England 
with India, U.S., and Australia, 
177-78; between two countries hav- 
ing the same currency, 178-82 ; 
agio, 202, 233-34, 331; fall of the 
gold price of silver, 214; between 
England and India, 217, 269, 286- 
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87; and the price level, 270>75; 
single standard of value, 286; af- 
fected by investment of capital in 
India, and by interest and profits, 
315-16. See also under Fluctua- 
tions 

Exports and imports: of goods from 
and into India, 31, 33, 216; re- 
turns liable to error, 38, 315 ; fiue- 
tuations in prices, 49-51, 78-81, 86 ; 
fluctuations in exchange, 69-70, 86- 
93, 100 ; effect of bimetallism, 112. 
See also Commodities; Duty; Mer- 
chandise; Trade; Tables 

False coins. See under Coins 
Farmers, fall in price of produce, 80 
Farrer, Lord Herschell, xxiv, 7-8, 11, 
142, 211 

Farrer, Sir Thomas Henry, xxiv, 
xxvii, 3, 7-8, 142, 211-12 
Feavearyear, A. E., The Pound Ster- 
ling, xii n, xiii n, xiv n 
Federal Feserve Bulletin, xvi n. 
Federal Reserve System in U.S., xi 
Fiduciary issue: Bank of England, 
xvi; of silver certificates in U.S., 
122; of IZ. notes in England, 130 
Fielden, Mr., evidence on employ- 
ment, 227-28 

Finance : policies in England, ix ; the 
important business of Government, 
223-24 

Financial Companies on the limited 
liability principle, xviii 
Financial crises. See Crises, commer- 
cial 

First Bank of the United States 
(1791-1811), X 

Five-shilling piece, or crown, passed 
for 7s. 6d., 332 

Fixed charges, purchasing power of 
the standard, 324-25 
Fluctuations in the relative value of 
gold and silver, 66-70, 277; ex- 
change banks insuring the mer- 
chant against loss by fiuctuations, 
68 ; discouraging to the investment 
of capital, 76-77; removed by bi- 
metallism, 111, 132, 137-38, 141, 
195-97, 210, 280; evils arising 


from, 143-49, 213-15; an impedi- 
ment to exchange in trade, 188, 
223, 294; of any articles used as 
standards of value, 298, 308; un- 
der the status quo, 329 ; under the 
double legal tender system, 331; 
in prices of British exports and 
imports, 343-44. See also Exchange 
Food: prices of food-grains in In- 
dia, 51, 252-53; index numbers of 
animal food, 58-59 ; food prices, 
157 

Forced paper currency, 284 
Forces maintained in India, for 
which India must pay the expenses 
in gold, 95 

Foreign exchange. See Exchange 
Foreign trade. See Exports and im- 
ports ; Trade 
Fowler, William, xxvi 
France: silver discussions, xi; bank- 
ing, xviii n; monetary statistics, 
XX n; premium on gold brings the 
silver standard, xxi; production of 
coal, xxiii; bimetallic ratio, 26-27, 
104; suspension of coinage, 28, 
33-34; supply of gold metal to 
Germany, 37 ; exports and im- 
ports of gold, 41, 243; rate of 
discount, 42 ; tables of prices, 
49-50 ; currency in silver only, 
later in gold, 105-7; adoption 
of the gold standard, 110, 295 ; 
15% to 1 ratio, 118, 121-22, 

241, 333; hoarding of gold, 133; 
stock of silver, 139-41 ; banking 
system effecting economies of gold 
161; effect of the bimetallic sys- 
tem, 177, 201-2, 212 ; exchange with 
England, 179; coinage of silver, 
212 ; trade with China, 243-44 ; 
trade accounts, with tables, 247- 
48; replacing false silver coins by 
gold, 329; raising the value of 
gold and silver coins in the time 
of Henry VIII of England, 338 
Franco-German war of 1870: rate 
of discount, 167 ; demand and sup- 
ply of gold, 243 

Free coinage of gold and silver into 
legal tender money, 213, 231, 236, 
280, 282, 286-87 
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Free coinage of silver: suspended, 
65; objections to stoppage of, in 
India, 131; mints of India, 328. 
See also under Latin Union 

Free trade. See under Duty 

Freiglits : earned by British ships, 
86; effect of changes in price on 
commodities, 155, 157 ; affected by 
the gold standard, 254; a factor 
in estimating international in- 
debtedness, 313-14; purchasing 
power of the monetary standard, 
324-25 

Fremantle, Charles William, xxiv, 3, 
7-8, 142, 211 

Fruits: index numbers, 58-59; 

changes in price, 155 

Fusion of gold and silver in coins, 
as a remedy for the evils of the 
present system of currency, 126 

Gorman Customs District, figures on 
Germany's export and import of 
gold, 243 

Germany : banking in, xviii n ; mone- 
tary statistics, xx n ; adoption of 
the single gold standard, xxii, 110, 
123, 134; mining industry, xxii- 
xxiii; German silver, 22-23, 134; 
monetary changes (in 1873), 28, 
31, 60 ; demand for gold, 35, 37- 
38, 63, 105, 166-67 ; accumulation 
of gold, 40-41 ; difficulty of ob- 
taining gold from, 41 ; rate of dis- 
count, 42, 166-67; 15^ or 16 to 
1, bimetallic ratio, 122 ; use of sil- 
ver, failing the bimetallic arrange- 
ment, 128-29 ; amount of gold 
coined, 133; silver placed on the 
market, 134 ; clearing-house sys- 
tem, 161 ; currency legislation low- 
ering the value of silver, 169-70 ; 
stock of monetary silver, 173 ; in- 
ternational adoption of bimetal- 
lism, 195, 212, 237, 279-80; mone- 
tary policy affecting the standard 
of value in the United Kingdom, 
235 ; imports and exports of gold, 
243; trade accounts, with tables, 
247, 249; system of legal tender, 
331 

Gibbs, H. H., xxv 


Giffen, Sir Robert, The Case against 
Bimetallism, x n., xxi n, xxii n ; 
witness on First Beport of the 
Commission, xxv; China’s exports 
and imports of silver, 30, 243-44; 
tables of prices, 49-50; tables of 
the foreign trade of the United 
Kingdom, 250; statistics on wages 
in the United Kingdom, 251; fig- 
ures on English exports and im- 
ports, 318 ; table on the prices of 
British imports and exports, 343 
Gold: discovery, v, 19-20, 26, 52, 
104, 140-41, 154, 161-62, 164, 197, 
261, 265, 279; adoption of the gold 
standard, xxii; basis of monetary 
systems, xxii; gold price of silver, 
xxiv; bar gold, 41, 126; economies 
in the use of gold, 43, 46-47, 129- 
30, 160-61, 260, 265, 303-6; for 
non-monetary purposes, 44, 110, 
301-2; disappearing from circula- 
tion, under bimetallism, 102-3, 
107-8, 202; rather than silver for 
currency purposes, 124; mining in 
Australia, under bimetallism, 206; 
gold mines, and bimetallism, 212 ; 
^ * poor ’ ’ nations to nse silver, and 
wealthy ones to use gold, 328-29. 
See also Analysis of final report, 
13-15; Bank reserves; Bullion; 
Hoarding ; Precious metals ; 
Tables; Treasuries 
Gold and Silver Commission, x, xxi- 
xxviii, 3-11, 17 

Gold Bullion Committee, Beport, xi- 
xiv 

Goods. See Commodities ; Exports 
and imports; Merchandise; Piece 
goods 

Grains, prices in India, 51, 252-53 
Great Britain. See under England 
Greece: bimetallic ratio, 26-27; sus- 
pension of coinage, 28; ratio of 
15% to 1 adopted, 241 
* * Greenbacks, ’ ’ in IT.S. after the 
Civil War, xxi 

Grenfel, H. B., witness on First Be- 
port of the Commission, xxv 
Gresham law, would prevent any per- 
manent relation between gold and 
silver, 102 



358 


INDEX 


Habit and sentiment stronger than 
legislative enactment, 110 
Half-sovereign to be withdrawn, 129, 
336 

Hall-mark regulations on silver plate, 
129 

Hamburg market, table of prices, 49- 
50 

Hardware, 311 

Hay, Sir Hector, gold and silver pro- 
duction, 22, 35, 39, 136 
Henry VIII : opinion on the value of 
gold in the time of, 332 ; action on 
attracting gold to England, 338-39 
Herschell, Farrer, Lord, xxiv, 7-8, 11, 
142, 211 

Hoarding of gold, 26, 40-41, 44-47, 
109-10; in India, 98, 132, 282, 294; 
under bimetallism, 103, 125; in 
France, 133; affected by the sup- 
ply of commodities, 262 ; under the 
double legal tender system, 330, 
337. See also Bank reserves ; Treas- 
uries 

Holland, adoption of the gold stand- 
ard, xxii, 110, 123, 134; free coin- 
age of silver, 23 ; demand for gold, 
35, 133-34; system of currency in 
the Netherlands, 38 ; circulation 
of silver, 107 ; maintenance of both 
gold and silver as legal tender, 
127; stock of monetary silver, 173 
Hong Kong, exports from England, 
71-72, 226 

Houldsworth, William Henry, xxv, 3, 
7-8, 142, 237 

House of Commons : Committee to 
consider the subject of Banks of 
issue, XV ; Special committee on 
silver (1876), xxiin, 136, 270 
Houses: prices, 56; rent affected by 
changes in value of gold and sil- 
ver, 152-53 

Illicit coins. See tmder Coins 
Imperial Bank of Germany, issue of 
notes, 37 

Imports. See Exports and imports 
Income tax: stationary character of 
revenues from, 52-53; evidence of 
returns on foreign trade, 227, 344- 


45; value of gold, 324-25. See also 
under Tables 

Inconvertible paper money: in Eng- 
land, xi-xii; the rouble in Bussia, 
113-14; currency in Austria and 
Chili, 114; effect of bimetallism, 
123; in France and TJ.S., 244-45; 
relative value of gold and silver, 
290, 322 ; and the status quo, 329 ; 
under the double legal tender sys- 
tem, 330 

Inconvertible token currency, and a 
gold standard without a gold cur- 
rency, 131 

Index numbers: method of compar- 
ing the general level of prices, 48- 
52, 56-63, 152, 155, 158, 218, 267, 
320-23, 340-43; defects of, 260-61 

India: critical situation v; demand 
for silver, 23-26, 30-32, 37, 139, 
175, 177-78, 244-45; effect of the 
mutiny on silver, 26, 245 ; trade 
with China 243-44 ; Netherlands 
India, 325; retaining the status 
quo, 329 ; ceasing to coin silver 
under the double legal tender sys- 
tem, 335. See also Analysis of final 
report, 13-15 

Indian Council Bills, 31-32, 68, 180- 
82, 258, 315, 318-19 

Industries: effect of changes in the 
value of the precious metals, 5, 
9 ; use of the precious metals for, 
39, 42, 103, 109-10, 129-30, 301- 
2; changes in prices, 80, 158-60, 
182-83, 261; interests depend on 
borrowers, 83; gain from invest- 
ments in, 86 ; fall in exchange, 
100; importance of a stable stand- 
ard, 182, 226, 292-93 ; double legal 
tender system, 327, 334 

Inflation, 60, 64 

Inglis Palgrave. See Palgrave, B. H. 
Inglis 

Insecurity caused by monetary 
changes, and bimetallism, 115 

Insular position of England, and se- 
curity from invasion, 334 

Interest: rate on permanent invest- 
ments, 53-54; fluctuations in value 
of gold and silver, 76-77, 147-48, 
292-93; rate on borrowed capital, 
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Interest — Cont, 

84-86; fall of prices, 86, 267, 270; 
on debt, for which India must pay 
to England in gold, 94; supply of 
the standard metal, 265 ; affects 
exchange, 315; purchasing power 
of the standard, 324-25 
Interior Department (U.S.), Min- 
erals TearbooTc, xxivn 
Intermediate agencies dispensed with 
in business, 158 

International Convention for the 
adoption of a bimetallic ratio, 346 
International Monetary Conference 
at Paris (1867), xxii, 295; (1878), 
278; (1881), 127-28, 280 
International monetary unit which 
will stabilize currencies and trade, 
V 

International trade. See under Trade 
Inventions: increase in times of fall- 
ing prices, 84-85 ; reducing cost 
of production, 156; labour-saving, 
effect on employment, 191; caus- 
ing advance in production, 219 
Investments: rate of interest, 53-54; 
fluctuations in exchange, 76-77 ; 
changes in prices, 84, 86; in sil- 
ver-using countries, 97-98 ; fluctua- 
tions in value of gold and silver, 
147-48, 213, 292-94; affect the ex- 
change of subsequent years, 315; 
under the double legal tender sys- 
tem, 334 

Iron ; importation of, 156 ; rise in 
price, 160 ; production compared to 
gold or wheat, 162; exported to 
the East, 176; purchasing power, 
264-65 

Issue, banks of, xv 
Issue department of the Bank of 
England: formation, xv-xvi, xx; 
giving out an equivalent in cur- 
rency for gold and silver bars, 
126-27; holding a silver reserve, 
209 

Italy: banking, xviiin; suspension 
of specie payments, xxi, 28 ; bi- 
metallic ratio, 26-27 ; demand for 
gold, 35, 38, 133-34; adoption of 
gold, 110; coinage of silver, 128- 
29, 212; ratio of 15% to 1 adopted. 


241; imports and exports of gold, 
243 ; trade acounts, with tables, 
247, 249 

James I, measures adopted for at- 
tracting gold while retaining sil- 
ver, 332 

Japan: adoption of the gold stand- 
ard, xxii, 110, 123, 134; trade af- 
fected by exchange difficulties, 68 ; 
exports of cotton yarn from the 
United Kingdom, 71 ; trade with 
the United Kingdom, 75, 226, 317 
Jevons, Professor: course of prices 
after the gold discoveries, 62; sys- 
tem of index numbers, 260-61 ; on 
elasticity of credit and prices, 263 ; 
on testing variations in the stand- 
ard of value, 308-9 
Joint stock enterprises, and fall in 
exchange, 269 

Jute: prices in India, 253; invest- 
ment in, and exchange accounts, 
315 

Kilogram, in stabilization of meas- 
ures and weights, v 

Labour: fall in the price of, 54, 56, 
152-53; cost of labour in trading 
with neighboring countries, 72 ; 
cost of, in India, 79; and fall in 
price of produce, 80 ; labour-sav- 
ing economies, 85 ; fluctuations of 
prices, 85-86; condition of the 
working classes, 152-53 ; bimetallic 
ratio, 283; change in value of the 
precious metals, 289-90. See also 
Employment; Wages 
Labour Correspondent of the Board 
of Trade, report on wages and 
numbers of employed, 153 
Lancashire: trade in cotton goods, 
113, 145, 188-91, 217, 225; unem- 
ployment, 227. See clIso Cotton 
Land: prices, 56; revenue in India, 
79, 99 ; effect of cultivation by the 
exporter on price received for 
wheat, 89-90 ; changes in the value 
of gold and silver, 152 ; cheapening 
of land freight, 157 
Landlords, fall in price of produce, 
80 

Latin Monetary Union: silver dis- 
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Ltatin Monetary Union — Cont, 

cussions^ xi ; monetary troubles, 
xxi, 31, 60; coinage of silver, 23, 

28, 104, 128, 209; bimetallism, 26- 

29, 34, 64, 104, 118, 138-42, 177, 
194-5, 204, 237, 240, 253, 279- 
80; ratio of 151^ to 1, 118, 121-22, 
241; both gold and silver as legal 
tender, 127 ; legislation on value 
of gold and silver, 169-70, 231; 
diminution in use of silver, 170; 
stock of monetary silver, 173 ; ra- 
tio fallen from 15% to 1 to 22 to 
1, 212 ; free coinage of both metals 
into legal tender money at a fixed 
ratio, 213, 239; monetary policy 
afifecting standards of value in the 
United Kingdom, 235; system of 
legal tender, 331 

Laughlin, J. Laurence, History of 
Bimetallism in the United States, 
ix n, X n, xxii n 

Lawson, W. J., History of BanTcing, 
XX n 

Leases, effect of an appreciating 
standard, 228 

Legal tender : of gold and silver, 
110, 127, 213, 231, 239, 286-88; 
of silver only, 125, 128, 209-11 ; 
double legal tender, 324-37. See 
also under Bimetallism 
Legislation; powerless against habit 
and sentiment 110; monetary, 256- 
59, 277, 285 

Leslie, T. C., on testing variations 
in the standard of value, 308 
Limited Liability Acts, xviii ; in- 
crease in number of cotton mills, 
189 

Linked bars," or symmetallism, 
xxvi; paper based upon, 126 
Linseed, prices in India, 253 
Liquidation between two countries 
regulates the exchange, 178-82 
Liverpool, Lord, on the introduction 
of the English gold standard, 110- 
11 ; Coins of the Realm, 332 
Loans, government, x-xi; made in 
gold at fixed rates of interest, 86; 
affected by changes in value of 
gold and silver, 98; for railways, 
effect on exchange, 178; when 


prices are falling, 265-70; under 
the double legal tender system, 334 
London; the commercial and finan- 
cial centre of the world, xiv, 114- 
15, 232-33; table of prices, 48; 
selling for gold bills payable in 
rupees, 94; terms of raising Gov- 
ernment loans in India, 98; price 
of bar silver, 132; the great silver 
market of the world, 171 ; price of 
wheat, 310; sentimental considera- 
tions in fixing market prices, 310- 
11; financial position endangered 
by the adoption of the legal tender 
system, 333-34, 337 
London Economist. See JEconomist 
(newspaper) 

Looms, cotton ; in India, 71 ; in 
southern U.S., 72. See also Cotton 
Lubbock, Sir John, xxiv, xxvii, 3, 7-8, 
142, 211-12, 284 

Luxuries, affected by changes in 
price of other commodities, 159 

Machinery, affecting the wheat sup- 
ply, 156; changes in the prices of 
commodities, 156-57, 189; lessen- 
ing the cost of production, 219; 
representing the investment of 
English capital in India, 315 
MacLeod, Henry Dunning, The The- 
ory and Bractice of Banicing, 
xii n, xiii n, xiv n, xv n, xvi n, 
xvii n, xviii n, xxvi 

Mallet, Sir Louis, xxii n, xxv, 7-8,142, 
237 ; Note explaining dissent from 
Part II of the Beport, 238-87 ; De- 
mand for gold and silver, 240-46; 
Causes of changes in Gold and 
Silver prices, 246-47 ; Gold, 247- 
50; Wages, 251; Silver Prices, 
251-59; Causes other than Appre- 
ciation of Gold, 260-68; Private 
Bemittanees, 268-69; On Pro- 
ducers, Merchants, and Taxpayers 
of India , 269-75; Effects on 
United Kingdom, 275-78; Future 
Supplies, 279 ; Proposed Bemedies, 
279-82; Objections, 282-87 
Malynes, Gerard de, Bex Mercatoria, 
332, 338-39 

Manchester : investigation of the 
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Manchester — Conf. 

Chamber of Commerce on effects 
of exchange on Indian manufac- 
tures, 73 j India 's cotton trade, 9T)- 
91 

Manufactures: changes in value of 
the precious metals, 4, 9; fall in 
wages, 54; fall in exchange, 217, 
269 ; in India, 224 
Market, ratio a basis for the bimetal- 
lic ratio, 117-18, 195, 203-5, 210; 
prices affected by sentimental con- 
siderations, 170, 306-7 
Marshall, Alfred : Official Papers, 
xxvi; remedy for the evils in the 
present system of currency, 126-27 
Matthews, Henry, 6, 10-11 
Mauritius: trade with the United 
Kingdom, 75; English exports to, 
317 

Meat, scarcity of, 266 
Merchandise: Indian exports, 73; 
errors in estimates, 315. See also 
Commodities; Exports and im- 
ports; Tables; Trade 
Merchants: changes in value of the 
precious metals, 4, 9 ; bimetallism, 
115 ; affected by fall in gold prices, 
214; of India, 222-24, 270-75 
Metals, effect on prices of commodi- 
ties, 156 

Meter, stabilization of measures and 
weights, V 

Mexico: discovery of gold, 19; trade 
with the United Kingdom, 75; 
English exports to, 317 
Middleman: dispensing with services 
of, 158 ; between the producer and 
consumer, 311 

Mill, Mr., on price and money value, 
264 

Mills, cotton: in India, 70-71, 148, 
191, 226, 297-98; in southern U. S., 
72-73; in Lancashire, 189 
Mineral produce : index numbers, 58- 
59; changes in price, 155-56; sup- 
ply of, 157 

Minerals TearhooJc of the Depart- 
ment of the Interior (U.S.), xxiv n 
Mines: in Germany, xxii-xxiii; Po- 
tosi silver mines, 19; silver mines 
in U.S., 21, 28; gold mines in 


Australia, 206 ; gold and silver and 
the bimetallic ratio, 212 
Mint, Annual Meport of the Director 
of the (U.S.), xn 
Mints. See Coinage; Free coinage 
Mitchell, W. C., Business Cycles, 
xviii n, xxii n 

Monetary changes: policies in Eng- 
land, ix; in U.S., xxviii; fall of 
gold prices, 77 ; bimetallism, 115 ; 
effect on prices, 119, 220; on 
wages, 153; on trade, 225-26; leg- 
islation affecting the relative value 
of gold and silver, 285 
Monetary Commission (U.S.). See 
United States National Monetary 
Commission 

Monetary Conference. See Interna- 
tional Monetary Conference 
Money: increase in the use of, in a 
period of peace, 162; ratio to com- 
modities, 163 ; value of, 265 
Monometallism : basis of French cur- 
rency, 105; the gold standard, 199, 
295; international adoption of bi- 
metallism, 202, 278 
Montagu, Samuel, xxv, 142, 237, 346 
Murray, George Herbert, 6, 10, 142, 
211, 237 

Mutiny in India : effect on silver, 26 ; 
causing borrowing in England, 245 

Napoleonic "Wars, xii 

National Bank Act of 1863, xv; 

Bank Act of 1844, xv-xviii, xx, 209 
National Debt, and an appreciating 
standard, 228 

National Monetary Commission. See 
United States National Monetary 
Commission 

National treasuries. See Treasuries 
National resources in U- S., 262 
Netherlands. See Holland 
Netherlands India, depression in 
trade, 325 

New York, bills drawn between Lon- 
don and New York affected by ex- 
changes, 178 

New Yorh Evening Post, xvi n 
Nexus between the standard of value 
and the level of prices, 54-56, 163- 
68, 264 
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N'icholson, J. Shield: witness on the 
First Feport of the Commission, 
XXV ; on prices and quantity of 
gold, 52 

Northern States (U.S.)» 72-73 
Norway: single gold standard, xxii, 
110, 123, 134; demand for gold, 
35, 38, 133-34, 243 ; stock of mone- 
tary silver, 173 

Note issue department. See Issue de- 
partment of the Bank of Bngland 
Notes: of the Bank of England, xii, 
xiv, xvi-xx ; Treasury notes in Ger- 
many, 40 n ; circulation of the 
Bank of Prance, 45, 305; issue of 
small notes based on silver, 209- 
11 ; equivalent to gold in the Bank 
of England, 263; i^ue of one- 
pound notes and ten-shilling notes, 
336-37; See also Currency; Paper 
currency; Postal notes 

Ob j ective international monetary 

unit, V 

O’Connor, Mr., prices in India, 51, 
252-53 

Oil: index numbers, 58-59; changes 
in price, 155 

One-pound notes, issue of, 336 
Opium, not included in table of In- 
dia ’s exports, 76 ; tax in India, 99 
Orders, postal. See Postal notes or 
orders 

Ores, effect on changes in prices of 
commodities, 156 
Orient. See East 

Ornament, use of the precious metals 
for, 109-10, 226, 301-2 
Orthodox central banking, xx 
Overstone, Lord, and Bank Act of 
1844, XY n 

Palgrave, R. H. Inglis: The English 
Banking System, xvii n ; witness on 
the First JReport of the Commis- 
sion, XXV ; table of prices, 49-50, 
57, 61 

Panics, financial, ix, xi, xvi-xviii. See 
also Crises 

Paper currency: during the World 
War, xvi; in U.S. after the Civil 
War, xxi; circulation, 45; rate of 


exchange, 69 ; effect on the export 
trade, 92; gold contracts, 110; 
changes in price, 112 ; paper rouble 
and Russian wheat, 113 ; substi- 
tutes for coin, 124-25 ; as an 
equivalent for gold and silver 
bars, 126-27; in U.S., 134; in 
Chili, 144; in the event of war, 
283 ; forced paper currency, 284. 
See also Currency; Inconvertible 
paper; Notes 

Paris, International Monetary Con- 
ference. See International Mone- 
tary Conference 

Parliament, House of Commons. See 
House of Commons 

Parliament, Report of the Bullion 
Committee, xii-xiv 

Peace, affecting changes in prices, 
162 

Pensions: for which India must pay 
in gold to England, 95; effect of 
an appreciating standard, 228 

Perpetual debentures, effect of an 
appreciating standard, 228 

Piece goods, cotton exports from In- 
dia, 70-72; the protective tariff, 
275 

Pitt, William, financing the Napole- 
onic Wars, xii 

Pixley, Mr., table of relative value 
of gold and silver, 20, 22; produc- 
tion of gold, 35 

Plate, duty on silver plate, 129-30, 
208, 336 

Politics, in monetary and financial 
policies, ix 

Poor, Henry V., Mooney and Its Laws, 
xii n, xiii n, xv n 

‘‘Poor” nations to use silver, and 
wealthy ones to use gold, 328-29 

Population; increase in a period of 
peace, 162; increase under a gold 
standard, 198 ; affecting foreign 
trade, 227; demand for gold and 
silver, 302, 306 

Postal notes or orders, effecting econ- 
omy in the use of gold, 43, 47, 
161, 264, 306 

Potosi silver mines, 19 

Precious metals ; historical survey, 
19-20; returns liable to error, 38; 
not affected by economic laws, 
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Precious metals — Cont. 

109 ; demands for non-monetary 
purposes^ 109-10, 262, 301-2. See 
also Gold; Silver 
Premium on gold, xx, 106-7 
Prices ; and the value of the precious 
metals, 18, 238-346; value of sil- 
ver, 31; supply of gold, 43-46, 48, 
52-60 ; principal exports of the 
United Kingdom, 49-50; effects of 
a fall in level, 82-87, 218-21; af- 
fecting India's wheat and cotton 
trade, 88-93; variation in India, 
120, 184-86, 215-17; in England, 
205, 212 ; effect of bimetallism, 
111-12, 117-19, 235-36; affected by 
a fiduciary issue of one-pound 
notes, 130 ; stability of standard 
unattainable, 151 ; affected by 
monetary changes, 153-99. See also 
under Tables 

Prices, tables of. See under Tables 
Private remittances. See under Re- 
mittances 

Probabilities, in testing variations 
in the standard of value, 308 
Production : in India, 4, 9, 83-84, 120- 
21, 185-94, 216-18, 222-26, 270-75; 
and changes in prices, 59, 83-84, 
92, 112-13, 158-59 214, 221, 255, 
267-75, 285; cost of, 79-80, 84- 
88, 219, 261-62, 291, 299-300, 307; 
profit in silver-using and gold-us- 
ing countries, 87-88 ; economic 
laws, 109; economies in cost, 156, 
219; in U.S., 158-59, 262; wheat 
producers at a disadvantage, 187- 
88; and a depressed market, 265, 
310-11 ; adoption of a bimetallic 
ratio, 283 

Profit: falling prices, 83-84, 86; in 
silver-using countries, 87-88 ; cot- 
ton trade of India, 90-92 ; and 
rate of discount, 167 ; reduction in, 
228; relative value of gold and sil- 
ver, 293; affects exchange, 315; 
purchasing power of the standard, 
324-25 

'^Promise to pay" gold, 55 
Property, prices, 56 
Protective tariff. See tmder Duty 
Public works in India, 26, 98, 148, 
223, 245 


Quetelet, testing variations in stand- 
ard of value, 308 

Railways: speculation in, xvii, 160; 
effecting changes in prices, 157, 
160 ; exchange affected by loans in 
Australia, 178; constitute an econ- 
omy in the use of gold, 305-6. See 
also Transport 

Railways in India: effect on demand 
for silver, 26, 32-33 ; export of 
wheat, 92, 155-56; interest must 
be paid to England in gold, 94; 
cause expansion of trade, 145, 189, 
225; cause increase in wages, 297- 
98 ; representing investment of 
English capital, 315 
Ratio (bimetallism). See Bimetallic 
ratio; Bimetallism 
Raw materials: prices, 56; trans- 
portation of, in trading with 
neighboring countries, 72 ; supply 
of vegetable and mineral prod- 
ucts, 157; cost of, 157, 189; close- 
ness to, an advantage in India, 
226; depreciation of gold and sil- 
ver, 282-83 ; adoption of a bimetal- 
lic ratio, 346 

Reichskassensohoine, or Treasury 
notes, in Germany, 40 n 
Remittances from India to England, 
4, 9, 99-100, 179-82, 216, 221-23, 
257-58, 281, 313-14 
Rent in India and England: effect 
on export of wheat, 88-89 ; the bi- 
metallic ratio in India, 120; af- 
fected by changes in the value of 
gold and silver, 152-53; a burden 
on the English producer, 187; the 
price level, 270; purchasing power 
of the standard, 324-25 
Reserve of the precious metals. See 
Bank reserves; Hoarding; Treas- 
uries 

Retail prices, and trade, 60-63 ; 
monetary changes, 153 ; foreign 
trade, 227; corresponding to whole- 
sale prices, 261 

Ricardo, David ; contradiction of 
Lord Liverpool on the gold stand- 
ard, 111 ; advised England against 
abandoning the silver standard, 
332 
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Bice: Prices in India, 253; freight 
charges on export from India, 313- 
14 

Eouble, and price of Bussian wheat, 
113, 185-86 

Boyal Commission on Gold and Sil- 
ver, X, xxi-xxviii ; formation of, 
3-11, 17 

Boyal Commission on the Depression 
of Trade: on fall in prices, xxiii, 
220-21, 275-77 ; table of prices, 49- 
50; report on wages, 152-53, 251; 
on gold prices, 247-49 
Boyalties, purchasing power of the 
standard, 324-25 

Bupee; value in price of wheat in 
India, 88-89, 92; relative value of 
gold and silver, 94-98, 293-95; 

standard of silver in India, 129; 
rise in gold value of the rupee, 
130-31; effect of changes in value 
on taxation in India, 149 ; no 
longer affected by any bimetallic 
tie, 177 ; exchange between the 
sovereign and the rupee, 178-82, 
193 ; purchasing power, 215-17, 
222-24 ; remittances to England, 
269; in trade with England, 271; 
equivalent in pounds sterling, 303 
Bussia: wheat and the fall of the 
paper rouble, 113, 185-86 ; resump- 
tion of specie payments under bi- 
metallism, 114; competition with 
India, 121; stock of monetary sil- 
ver, 173 ; forced paper currency, 
284 

Byot, wages in India, 188 

Salaries: index numbers, 56; remit- 
tances home to Europe of Euro- 
pean employes of the Government 
of India, 99-100 ; affected by mon- 
etary changes, 153. See also Wages 
Saltpetre, prices in India, 253 
Salt tax in India, 99 
Sauerbeck, A.: table of prices, 48- 
50, 57, 61, 155; Index Numbers in 
table of the fall in the gold price 
of commodities, and in the gold 
price of silver, 341-42 
Scandinavian countries, demand for 
gold, 35, 38, 63, 133-34, 243 ; stock 


of monetary silver, 173 
Science, discoveries cause advance in 
production, 219 

Sea freight, cheapening of, 157 
Second Bank of the United States 
(1816-36), X 

Securities: speculation in, xiii; rate 
of interest, 53-54; diflSLculty of at- 
tracting capital for investment, es- 
pecially in India, 97-98 ; increased 
use for discharging indebtedness, 
161; rate of discount, 165; appre- 
ciation of gold, 166; an economy 
of gold, 264; a factor in estimat- 
ing international indebtedness, 314 
Seeds, freight charges on export 
from India, 313-14 
Seignorage: imposed for raising the 
cost of the silver rupee, 131; for 
cost of free mintage, 240 
Select Committee of the House of 
Commons on the Depreciation of 
silver, appointed in 1876, xxiin, 
136, 270 

Sentiment and habit, stronger than 
legislative enactment, 110 ; plays 
a part in determining market 
prices, 170-71, 306-7, 310-11, 319 
Services, price of, 56 
Shellac, prices in India, 253 
Shillings, coinage of, 210 
Ships, freights earned by British 
ship, 86 ; building affecting the 
wheat supply, 156; tables of en- 
tries and clearances, 248-49 
Silk, prices in India, 253 
Silver: in the U.S. monetary system, 
ix; as a major issue in England, 
ix-x; gold price of, xxiv; mines 
in South America and Mexico, 19; 
annual production, 19, 22, 29, 32, 
132-33; mines of U.S., 21; bar 
silver, 27-28, 126, 132, 136; silver 
dollar or certificates in U.S., 107, 
122, 210; preference of gold for 
currency purposes, 124; duty on 
silver plate, 129-30, 208, 336 ; econ- 
omies in the use of silver, 172; 
mines and the bimetallic ratio, 212. 
See also under Analysis of final 
report, 13-15; Bimetallic ratio; 
Bimetallism ; Bullion ; Coinage ; 
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Silver — Cont. 

Free coinage. Precious metals ; 
Tables 

Silver Committee of 1876. See Select 
Committee, etc. 

Smith, James Bichard Bullen, 3 
Soetbeer, Dr. : Materialcn zur Er- 
laiiterung und Beurteilung der 
wirtschaftUchen Edelmetallverhdlt- 
nisse und der Wdhrungsfrage, 21 ; 
table of production of silver since 
1851, 22 ; table of relative value of 
gold and silver, (1801-70), 27; 
value of silver produced from end 
of 15th century, 29 ; silver pro- 
duced outside of TI.S., 32; produc- 
tion of gold, 34-35 ; annual quan- 
tity of gold required for industrial 
purposes, 39 ; gold contained in na- 
tional treasuries and banks, 40-41 ; 
production of gold since the end 
of the 15th century, 41 ; tables of 
prices, 49-50; use of index num- 
bers, 57-58, 61, 152; annual pro- 
duction of gold and silver, 132-33 ; 
estimate of the monetary supply 
of the precious metals in Europe 
and America in 1885, 172; distri- 
bution of stock of monetary silver, 
173-74 ; accuracy of French statis- 
tics in import and export of the 
precious metals, 243 ; silver kept 
at a gold value by legislation, 256 ; 
on demand for gold for non-mone- 
tary purposes, 301-2; estimate of 
nominal value of silver coins in 
civilized lands, 335 ; Index N’um- 
bers in a table of the fall in the 
gold price of commodities, and in 
the gold price of silver, 342-43 
South Africa, discovery of gold, v 
South America: discovery of gold, 
19 ; trade affected by exchange dif- 
ficulties, 68 ; investment of Eng- 
lish capital, 148 ; forced paper cur- 
rency, 284 

Southern States (U.S.) : American 
cotton famine, 26 ; cotton industry, 
72-73 ,* American Civil War, 245 
South Sea Bubble, xiii 
Sovereign: withdrawal of the half- 
sovereign, 129, 336; exchange be- 


tween the sovereign and the rupee, 
178-79; and small notes based on 
silver, 210; purchasing power, 304 
Spandau (fortress, Germany), stor- 
age of gold, 40 

Specie : payments, xii-xiii, xxi, 36, 38, 
114, 246, 283-84, 332; exported to 
Germany, 38 ; in bank reserves, 45 ; 
effect of bimetallism, 123; value 
compared with exports of goods, 
257 

Speculation: in securities, xii-xiv; 
in railways, xvii; on the limited 
liability principle, xviii ; in rise of 
prices, 84, 159-60; effects of the 
bimetallic ratio, 119; during the 
period of gold discovery, 162 ; 
from 1871 to 1874, 167; fall in 
value of gold and silver, 283 
Spindles, cotton: in India, 71; in 
southern U.S., 72 
Spinning mills. See Mills 
Standard of value in transactions of 
commerce, 82-83, 151-52, 230, 308- 
9; stability of, 182, 234-35; de- 
mand for a standard metal, 218- 
19 

State, right to alter its currency 
laws, 120 

Statement showing balance of trade 
between India and foreign coun- 
tries, 180 

Statistical Society, Mr. Giffen's re- 
port on wages, 251 
Statistics: on the subject of this 
Beport are imperfect, 18; of coin- 
age of the world, incomplete, 23; 
on precious metals, unreliable, 38; 
on amount of gold required for in- 
dustrial purposes, unreliable, 39 ; 
gold returns, unreliable, 44; con- 
clusions drawn from tables of 
prices, unreliable, 51; on wages, 
unreliable, 54; on accommodation 
of gold prices to silver prices, no 
foundation for, 81; of trade, in- 
consistent, 81; on the demand for 
the precious metals, imperfect, 
109; of silver production, 136-37; 
cannot show accurately the con- 
nection between the fall in ex- 
change and the balance of liquida- 
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tion, 181; on unemployment, 228; 
of export or import of the precious 
metals, imperfect, 241 ; of exports 
and imports of the United King- 
dom, 247 ; of wages, defective, 
297. See also Tables 

Stattbs quo, maintained against bi- 
metallism, 125-26, 207, 236, 329 

Steam transport. See under Trans- 
port 

Stock exchange, price of securities, 
165 

Storage of gold in Spandau, Ger., 40 

Stores purchased in England, for 
which India must pay England in 
gold, 95 

Straits Settlements, trade with the 
United Kingdom, 75, 317 

Strikes against reduction of wages, 
54 

Suez Canal, effect on demand for sil- 
ver, 33; affecting trade with In- 
dia, 75, 225; effect on wheat sup- 
ply, 156 

Sugar, effect of bounty on prices in 
India, 158, 253 

Summer, William G., A History of 
American Currency f xii n 

Supply. See Demand and supply. 

Sweden: adoption of the single gold 
standard, xxiii, 110, 123, 134; de- 
mand for gold, 35, 38, 133-34 ; 
stock of monetary silver, 173 

Switzerland: banking in, xviiin; bi- 
metallic ratio, 26-27; coinage of 
silver, 28, 212; ratio of 15^ to 1, 
241 

Sydney, Australia, exchange on bills 
drawn between London and Syd- 
ney, 178 

Symmetallism : linked bars, xxvi ; 
paper based upon, 126 

Tables: annual production of silver, 
1851-85, 22; price of silver, 1873- 
79, 23; total coinage of silver in 
the world, 1851-85, 23 n ; imports 
of silver into India and amounts 
received by the Home Government 
for bills drawn on India, 1851-70, 
24-25; relative value of gold and 


silver, 1801-70, 27; from 1871-85, 
28 ; silver produced outside of 
U.S., 1866-85, 32 ; imports of mer- 
chandise and treasure into India, 
1866-85, 33 ; production of gold, 
1851-85, 34-35; consumption of 
gold in U.S., 1866-85, 35; avail- 
able supply of gold in countries 
outside of U.S., 1866-85, 36; net 
imports of gold into India, 1866- 
88, 37; total production less that 
absorbed by India and U.8., 1866- 
85, 37; gold bullion and specie ex- 
ported to Germany, 1871-73, 38 ; 
value of gold used for industrial 
purposes in U.8., 1880-85, 39-40 ; 
gold contained in national treas- 
uries and banks, 1877-85, 40-41 ; 
rate of discount at the Banks of 
England, France, and Germany, 
1861-85, 42 ; note circulation of 
the Bank of Prance, 1860-86, 45; 
of prices, 1851-88, 49-50; index 
numbers of prices, 50-51, 56-62 ; 
income tax, 1860-87, 52-53; cotton 
mills, spindles and looms in India, 

1876- 87, 71 ; cotton yarn and piece 

goods exported from the United 
Kingdom to China, Hong Kong, 
and Japan, 1877-87, 71-72; growth 
of the cotton industry in southern 
U.S., 1879-87, 72; cotton deliv- 
ered to mills in U.S. and India, 
73 ; India 's exports of merchandise 
to silver-using and gold-using 
countries, 1872-87, 73-74; total 

trade between India and the 
United Kingdom, 1874-87, 74; 

trade of the United Kingdom with 
all countries, 1873-87, 74-75 ; ex- 
ports from India to silver -using 
countries (opium excluded), 1872- 
87, 76 ; wheat exported from India, 

1877- 78, 90; rates of exchange in 
rupees, which India must pay to 
England in gold, 1874-88, 97 ; coin- 
age of gold and silver in France, 
1816-80, 106; fluctuations in the 
price of silver, 1872, 137; estimate 
of the monetary supply of the 
precious metals in Europe and 
America in 1885, 172; distribution 
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of stock of monetary silver, 173; 
statement showing the balance of 
trade between India and foreign 
countries, 1870-88, 180 ; relative 
value of production and market 
price of gold and silver, 1801-88, 
239; imports and exports of gold 
in U.S., 1851-85, 242 ; imports and 
exports of gold in England, 1858- 

86, 242; in France, 1851-84, 243; 

in Gtermany, 1872-85, 243 ; exports 
and imports of silver in China, 
1862-84, 243-44; imports of silver 
into India, 1856-85, 244-45 ; sum- 
mary table of imports and exports 
as stated in money, with entries 
and clearances of shipping: in 
IJ.S,, 3 855-87, 248; in France, 

1855-87, 248 ; in Germany, 1872- 

87, 249 ; in Italy, 1861-87, 249; for- 

eign trade of the United Kingdom, 
1873-87, 250 ; rates of discount and 
gold production, 1844-63, 266; 

average yearly imports of gold in- 
to England and silver into India, 
1858-85, 303; fall in the gold price 
of commodities since 1873, com- 
pared with the gold price of silver 
during the same period: with the 
Index Numbers of the '‘Econo- 
mist, ’’ * 340 ; with Mr. Sauerbeck 's 
Index Numbers, 341 ; and with Dr. 
Soetbeer ’s Index Numbers, 342- 
43 ; prices of British imports and 
exports as calculated by Mr. Gif- 
f en, 343 ; values of the imports and 
exports of the United Kingdom, 
344; returns of the amount pro- 
duced by the income tax, 344-45. 
See also Statistics 

Tariff. See under Duty 

Taxation : income tax, 52-53 ; burden 
on the labouring classes, 85; bur- 
den on the English producer, 187; 
bimetallic ratio, 277 

Taxation in India: changes in value 
of the precious metals, 4, 9, 148- 
49 ; export of wheat, 88-89 ; col- 
lected in silver, 94 ; permanent 
gold debt, 96, 222-24 ; salt tax, 99 ; 
opium tax, 99; objections to in- 


creasing taxation, 99-100, 193-94; 
bimetallism, 120, 207, 275; English 
and Indian producers compared, 
187 

Tea : Chinese, in English markets, 
145; prices, 159; investment of 
foreign capital and effect on ex- 
change accounts, 316 

Telegraphic transfers : effecting 

economics in the use of gold, 43, 
161, 264, 305-6; adjustment of 
rates of exchange in cases of trade, 
70, 144; cause advances in produc- 
tion, 219 

Ten-shilling notes, issue of, 336 

Textiles, index numbers, 58-59 ; 
changes in price, 155, 157 

Token silver coins: in U.S. and 
Holland, 107; effect of bimetal- 
lism, 121; and a gold standard 
without a gold currency, 131; in 
France and America, 335 

Trade : stabilized by an international 
money unit, v; excessive trading 
in America, xvii ; sharp increase 
under the Bank Act, xx; in Italy, 
xxi; decline in, xxii; fluctuations 
in the value of the precious metals, 
4-5, 9, 67-70, 84-87, 144-47, 3 88, 
213, 223, 225-29; gold available for 
commerce, 43 ; returns of the 
United Kingdom, 49-50 ; change 
in prices, 60-63, 85-86, 149, 159, 
182-83, 270-75 ; with China and 
Japan, affected by exchange dif- 
ficulties, 68 ; import or export 
duties, 75 ; standard of value in 
transactions of commerce, 82-83, 
151-52, 230, 308-9 ; international 
trade is barter, 91 ; inducing a 
flow of gold to U.S., 107 ; com- 
mercial transactions settled by 
agencies in London, and the effect 
of bimetallism, 114-15 ; distribu- 
tion of the precious metals, 124; 
commerce affected by the fiduciary 
issue of 11. notes in England, 130; 
increase of trade in a period of 
peace, 162 ; little actual coin re- 
quired in commercial transactions, 
163 ; commercial products affected 
by rate of discount, 165-66; dis- 
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turbed by reduction of wages, 190 ; 
increase of commerce under a gold 
standard, 198; commerce of Great 
Britain under the present system 
of currency, 211; population af- 
fecting foreign trade, 227 ; bi- 
metallic ratio, 283. See also Com- 
modities; Exports and imports; 
Tables 

Trade, Board of. See Board of Trade 
Trade, Boyal Commission on the De- 
pression of Trade. See Royal 
Commission on the Depression of 
Trade 

Trades unions, statistics on employ- 
ment, 228 

Transport : and fall of prices, 59, 
156-57, 189, 255, 262, 285; of raw 
materials in trading with neigh- 
boring countries, 72; of wheat in 
India, 88-89, 155-56; of gold, an 
economy in time, 161 ; cost of 
transferring commodities between 
gold-using and silver-using coun- 
tries, 183; cost in India, 225; in 
U.S., 262; an economy of gold, 
264; adoption of a bimetallic ra- 
tio, 283 

Treasure, imports into India, 33 
Treasury, notes in Germany, 40 n ; 
accumulation of gold in the Treas- 
ury of U.S., 36; supply of gold, 
44-45 ; Government resources of 
gold, 108 ; storage of gold for cur- 
rency purposes, 124 
Twenty-shilling silver notes, issue of, 
210 

Unemployment. See Employment 
United Kingdom. See under England 
United States Civil War. See Civil 
War (U.S.) 

United States Department of the In- 
terior, Minerals YearljooJc, xxivn 
United States Director of the Mint, 
Annual JReport, x n 
United States National Monetary 
Commission : ‘ ‘ Publications, ' ' 

xvii n, xviii n, xx n, xxi n, xxii n, 
xxiiin; Interviews on JBanlcing in 
England, France, Germany, Swit- 


zerland, and Italy, xviii n; Statis- 
tics for Great Britain, Germany, 
and France, xx n, xxi n, xxii n, 
xxxiiin; Statistics for the United 
States, xxi n 

United States of America; position 
with regard to silver in the mone- 
tary system, ix; monetary policy, 
ix, xxviii, 235 ; a large producer of 
silver, x; Eirst and Second Banks 
of the United States, x; excessive 
trading in America the cause of 
commercial crisis in England, xvii ; 
monetary disorder after the Civil 
War, xxi; monetary statistics, 
xxi n ; recovery from depression, 
xxii; adoption of gold, xxii, 110, 
123, 134; supply of silver, 21, 65, 
107, 134-35, 173, 301; effect on 
silver of the American cotton 
famine, 26; development of silver 
mining, 28 ; coinage of silver, the 
U. S. Coinage Act of 1873, and the 
Bland Act of 1878; 30, 201; de- 
mand for gold, 35-36, 46, 65, 130, 
133-34 163, 167, 301; accumulation 
of gold in the Treasury, 36, 39; 
annual amount of gold required 
for industrial purposes, 39-40; 
American gold discoveries, rise in 
prices, 51; American Civil War, 
fall in prices, 59 ; supply of wheat, 
88-90, 155, 156 n ; bimetallic ratio, 
and 16 to 1, 118, 121-22; double 
legal tender, 127, 331; production 
and industrial resources, affecting 
changes in prices, 158-59 ; position 
of gold and silver since 1873, 170; 
America affected by changes in the 
supply and use of silver, 172-75; 
exchange relations with England, 
177-79; international adoption of 
bimetallism, 195, 212, 237, 279-80; 
circulation of notes for small 
amounts, 210; fixed ratio of gold 
to silver, 241; exports and imports 
of gold, 242 ; trade with China, 
243-44; trade accounts with tables, 
247-48; natural resources, produc- 
tion, and transport facilities, 262; 
economy in the use of gold, 305-6 ; 
shipping silver to China, 311; re- 
taining the status quo, 329 
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Vfelue: standard of, 82-83; transfer 
of, from one class to another of 
communities, 86; standard, under 
bimetallism, 101-4, 111, 116, 125-26 

Vegetable products: changes in 
price, 154-55; supply of, 157 

Wages, and relative value of gold 
and silver, 31, 121, 152-53, 251, 
261, 269-73, 292-99; fall of, 54, 
153, 228; index numbers, 56; in 
silver standard countries, 66; and 
falling prices, 83-85, 88, 157-58, 
221 ; effect on export of wheat, 88- 
90; bimetallic ratio, 118-19, 205; 
report of the Board of Trade on 
wages, 153 ; cost of production, 
187-91; Mr. Giffen’s report on 
wages, 251; in British India, 252; 
purchasing power of the standard, 
324-25, 329. See also Labour 

War: changes in prices, 59, 159; 
England's immunity from, 115; 
use of a forced paper currency, 
283; accumulation of gold under 
the double legal tender system, 
330. See also Civil War (U.S.) ; 
Franco-German War; Napoleonic 
Wars ; World War 

Waterfield, Mr., on trade between 
India and the United Kingdom, 
74; payments by India to England 
in gold, 95 

Wealth: distribution of, 84, 86; an- 
nual produce of, 90 ; production of 
commodities, 218; and an appre- 
ciating standard, 221; cannot be 
accurately estimated, 298; affect- 
ing the demand for gold, 304-6; 
^'poor" nations to use silver, and 


wealthy ones to use gold, 328-29 
Wells, David A., on the economy of 
gold in U.S., 305 

Wheat : and price of bread, 81 ; com- 
petition of India, 88-93, 156, 185- 
88; export and production in Rus- 
sia and India, 113; production 
compared to gold or iron, 161-62; 
changes of price, 184-88, 216-17, 
253 ; purchasing power, 265 ; ad- 
vantages to the producer in India, 
267; price jSxed by London, 310; 
freight charges on export from In- 
dia, 313-14. See also under Tables 
Wholesale prices; fall in, 60-63; af- 
fected by monetary changes, 153; 
corresponding to retail prices, 261 
Who's Who, xxivn, xxv n 
Willis, H. P., and B. H. Beckhart, 
Foreign Banking SysU’ms, xvi n, 
xviii n ; Batin Monetary Union, 
xxi n, xxii n 

Wine : index numbers, 58-59 ; changes 
in price, 155 

Withers, Hartley, and others. The 
English Banking System, xvii n, 
xviii n 

Walsey, Thomas, authority given by 
Henry VIII for measures to at- 
tract gold to England, 338-39 
Working classes. See Labour 
World War, fiduciary issue during, 
xvin; methods of the Bank of 
England, xviii-xx 

Yarns, cotton: trade with India, 71- 
72, 147; with the East, 226; the 
protective tariff, 275 
Yorkshire, unemployment in, 227 
















